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FORTHCOMING 
ISSUES 


A Review and 
Forecast for 1932 


Aln next week’s issue, Mr. Louis 
Guenther, publisher of THE FINANCIAL 
Wor.LD, will discuss the outstanding 
factors of the present situation and will 
interpret their effect and importance 
upon conditions which are likely to 
develop during the coming months. 
Not only will this analysis treat with 
the field of securities, but the problems 


faced by general business will be thor- 


oughly covered. The article, there- 
fore, will be of particular interest and 
importance to business men as well as 
investors. 


Changes Ahead 
for Federal Reserve? 


A According to the politicians, our 
banking system has been largely respon- 
sible for the present business depres- 
sion, and if they had their way some 
radical changes would be enacted with 
respect to existing banking legislation. 
But are all of the proposals of an un- 
economic nature, and might it not be 
a step in the right direction to give 
serious consideration to some of them? 
A student of banking affairs has pre- 
pared an analysis of the situation as it 
now stands, pointing out some of the 
more important features which will 
probably come up for Congressional 
discussion and, possibly, Congressional 
action. The subject is one which affects 
not only banking and business, but 
also the securities markets to an im- 
portant extent. 
Europe and 
the Recovery 
A Many students of current affairs are 
convinced that Europe holds the key to 
industrial and business recovery not 
only in this country, but the world over. 
Prominent leaders have asserted that, 
if it were not for the uncertainties 
which have been hanging over Euro- 
pean nations, the United States would 
long ago have emerged from the de- 
pression, and that is the one most 
important factor in the path of our 
progress today. Germany claims that 
she is on the verge of financial chaos, 
and must be accorded relief. France 
apparently has other ideas concerning 
the matter. Great Britain’s abandon- 
ment of the gold standard further in- 
creased monetary instability. All of 
Europe is continuing to increase tariff 
walls, hindering a free interchange of 
trade. What are the prospects of 
amiable settlement of Europe’s prob- 
lems? How soon may we expect an 
improvement in the situation there? 
An analysis in an early issue will cover 
this important subject. 
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This year’s advertising 


must deliver the goods! 


: DVERTISERS will demand more in the way of definite returns 


from their expenditures during 1932 than ever before. 


Publications will be chosen, not so much on the basis of so 
many thousands or millions of circulation, as on the basis of the 
buying-power of their readers, and the proved responsiveness of 


these readers to advertising. 


The Financial World welcomes investigation of its circulation, 
its reader buying-power, and its reader-interest, by advertisers 
who feel that during these next twelve months, at least, they must 


get their money’s worth from their advertising expenditures. 


The Financial World is one magazine that will “deliver the 
goods” during 1932, for advertisers who can, and should, logically 


use it. 


In placing your advertising in this magazine you can rest assured 
that it will be read by a large group of potential buyers. People 
don’t pay $10 a year for The Financial World to be amused! They 
pay it because they have more money than they need for their day- 
by-day requirements, and they want the benefit of sound advice 
and up-to-the-minute information before investing their surplus 


funds. 


The Financial World offers a genuine opportunity to certain 
advertisers this year—an opportunity to spend at least some of their 
advertising money with the knowledge that it will come back and 
bring more with it. The Financial World always has delivered the 


goods for its advertisers, and it will do so even more in 1932! 
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THE FINANCIAL WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


New year opens with many problems yet to be solved — Tax selling prominent 

in recent trading sessions — January should see industrial gains — Business 

improvement may be seasonal, but hope persists that advance will be somewhat 

greater than that — Recent industrial activity irregular, characteristic of a year- 
end period 


end holiday is finding many highly important pieces 

of legislation awaiting action, favorable disposal of 
which should have a marked effect, first, upon sentiment, 
and later, upon actual business. Early provision of the 
Reconstruction Finance Corporation with funds is one 
step which is urgently needed. 


ie return of Congress to session following its year- 


NDICATIONS are that the Democrats are to put forth 
their own tax plan, which will be much at variance with 
that of Secretary Mellon. The root of the present situa- 
tion, however, is not so much a need for more taxes as it 
is the great importance of reducing expenses, just as any 
soundly managed business enterprise would do under 


UR Index of Business Activity has moved up slightly, 
virtually all of the gain being accounted for by a 
continuation of the upward trend in automobile produc- 
tion. While the week to week increases in this field have 
been small, the usual seasonal trend in the closing weeks , 
of the year is definitely downward. 


ORE and more talk has recently been heard of 

“cheapening the dollar,” which is only another 
name for inflation. A moderate amount of inflation, 
properly controlled, could do much toward alleviating the 
present situation through forcing up commodity prices. . 
The action of the stock market, however, has not been 
such as to suggest that the possibility of inflationary 


similar circumstances. measures was being discounted in advance. 


444 THE TREND OF MARKET VALUES AND LOANS 4 4 4 
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Securities Outlook 


ALES to establish tax losses appeared 
to be in greater proportionate volume 
during the closing weeks of 1931 than 
in any similar period in years, a situation 
which is by no means surprising in view 
of the trend of prices throughout the 
greater part of the year which has just 
ended, and the growing agitation for 
repeal of the portion of the tax act which 
makes such tax deductions possible. 
Little of the usual holiday cheer was 
evident last week, and developments in 
trade and industry quite naturally fur- 
nished little incentive toward materially 
higher security prices. The European 
situation continues to hang like a cloud 
over sentiment, and until there is prospect 
of the more important of those problems 
being brought to a successful solution, or 
business in this country shows signs of 
breaking out of its rut, it is difficult to 
envisage a sustained upward trend in the 
stock market. In the matter of bonds, 
these have by no means been exempt from 
the effects of wide-spread fear psychology, 
liquidation of more or less special nature, 
and reluctance (or inability) of the usual 
buyers of this class of security to enter 
the market on any appreciable scale. 
Returning confidence is very likely to 
make itself evident first in the bond 
market, and indications of a long term 
upward trend in prices for the better 
grade of fixed income bearing obligations 
eould well be taken as a sign that entry 
‘into the stock market would be justified 
on a wider seale than heretofore has 
appeared. warranted. 


Business Prospect 


HE last week of a dreary year has 

passed, and few there are who mourn 
its going. Just as twelve months ago we 
were looking to the new year to provide 
the makings of a trade revival, so is 
business now looking to 1932 to straighten 
out the loose ends still remaining, and in 
view of the developments and occurrences 
of the past two years, ii would appear 
that there now exists a better basis for 
expecting improvement to become evi- 
dent in the coming six months. In the 
meantime, the more immediate future is 


not clearly enough defined to warrant 
unbridled optimism, although it ean not 
be denied that a reversal of conditions is 
entirely within the bounds of possibility. 

Although the volume of general trade 
has declined to greatly depressed levels, 
evidence accumulates that business enter- 
prises are beginning to realize success in 
bringing operating expenses more in line 
with revenues and in other ways getting 
their houses in order. This situation 
should become increasingly evident dur- 
ing 1932, and should in itself furnish the 
groundwork for a revival in earnings 
during the year. The domestic situation 
is by no means satisfactory, but if it were 
relieved of the influences of foreign un- 
settlement and the probability of further 
problems to be met in that field, a definite 
revival would be assured. 

AAA 

Credit Situation 

HE usual year-end firmness of funds 

was clearly evident in the money 
markets during the past week, a develop- 
ment which, although temporary, in no 
way helped Government bond prices. 
Statements of reporting Federal Reserve 
member banks for the week of December 
23 showed no abatement of the loan de- 
flation which has been so much in evi- 
dence during the past year. Although 
loans against securities dropped only $8 
millions during the week, the total is more 
than $2 billions less than it was just 12 
months ago. ‘‘All other” loans (regarded 
as being largely commercial loans) were 
down $85 millions; a decline in that week 
is the usual seasonal expectation, but the 
total now stands at somewhat more than 
$1 billion below the level of the corre- 
sponding week a year ago. 

Of the banks’ loan and investment 
account, the only item to show any ad- 
vance over the same week of 1930 was 
that of holdings of U. S. Government 
securities, the present $4.2 billions total 
being $1 billion in excess of the figure on 
December 24, 1930. Thus the banks have 
withdrawn $1 billion from business (com- 
mercial loans) during the past year and 
have placed the same amount with the 
Government, an action which has been 
to no little degree prompted by the desire 
for extreme liquidity. 
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Inflation? 


OME degree of inflation could un- 

doubtedly do material good during 
the present situation, with particular 
respect to commodity prices. Adequate 
and intelligent control, of course, would 
be absolutely essential to prevent the 
experiment leaving in its wake a great 
amount of wreckage, but such a control 
should present no insurmountable diffi- 


culties. Abandonment of the gold stand- 


ard or lowering the quantity of gold in 
the dollar are impractical steps for the 
accomplishment of the aims of the infla- 
tionist school of economists, but a third 
method, that of credit expansion, would 
appear to be practical. 

With the proposed Reconstruction Fi- 
nance Board in operation along lines 
which have already been suggested, the 
debentures which would be issued under 
the plan could be made eligible for re- 
discount at the Federal Reserve Banks, 
and thus the needed credit expansion 
would be accomplished. So far as the 
effects of such a program are concerned, 
they would be felt most in a rise in com- 
modity prices and in the prices of common 
stocks. Bonds and other fixed income 
obligations would not be favorably 
affected because of the reduced purchasing 
power of the income derived therefrom. 
The whole matter of whether or not we 
are to have inflation is still highly theo- 
retical, and it is entirely too early for 
investors to aliow their plans to be influ- 
enced by the possibility of a “‘cheapening 
of the dollar.” 


AAA 
Market Valuations 


HE holiday-interrupted week of De- 

cember 22-29 gave little sign that a 
more constructive outlook had _ been 
taken for the early days of 1932, and stock 
values were reduced $780 millions, ac- 
cording to THE FinanctaL Index 
on page 3. The short week about typified 
the market’s action during the year which 
has closed, for a temporary interruption 
was all that was witnessed in the broad 
downward swing. The year 1931 will 
show a reduction of $22.5 billions in the 
value of stocks listed on the New York 
Stock Exchange, following a eut of $15.7 
billions in 1930 and an actual drop of 
$2.8 billions in the year 1929. From the 
peak prices in September, 1929, a total 
drop of $63.2 billions has been recorded 
to date, equivalent to four times our 
national debt. 

The year was made up of three recov- 
eries and three more acute declines. 
From the opening of the year to February 
24, a recovery of $6,320 millions was 
staged. The lows of June 2 had deducted 
$16,220 millions of stock values. From 
then until June 27, $8,360 millions were 
restored. Then a slowly starting but 
precipitate decline set in until October 5, 
when $19,230 millions had been deducted. 
A mild recovery to November 9 replaced 
$6,950 millions. The recession since then 
has subtracted $10,670 millions. Brokers’ 
loans for the year showed a proportion- 
ately sharp contraction, which amounted 
to $1,300 millions, or 69 per cent. The 
ratio of loans to stock values which at the 
start of the year was 3.86 per cent, has 
since been reduced to 2.25 per cent. The 
rate of turnover in stock sales for the 
week was only 2.51 per cent. The average 
price of all stock listed on January 1, 
1931, was $37.80 per share, a figure which 
has now been reduced to $20 per share. 
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The Truth About Short Selling 


The author of this discussion has had many years of experience in Wall Street, and 
was formerly a member of the New York Stock Exchange. He occupies a position 
which enables him to learn details of the most intimate nature concerning trading 
operations, and in this article has set forth his reasons for believing that short 
selling has had much to do with the decline in security prices since 1929. 


E HAVE heard a great deal 
WV itseas about short selling, and 

some statistics as to the size of 
the short interest have been made known 
for the first time. If the Stock Exchange 
had collected this information from the 
early part of 1929 up to the peak of the 
boom and on down through the bear mar- 
ket to its final end, the information might 
be of some value in estimating the 
cushioning effect of a short interest. De- 
ductions from a brief period, when the 
character of the short interest was ex- 
ceptional and the events unusual, is 
hardly convincing. The ratio of the short 
interest to the total number of shares 
listed is of little importance. 


Control Ownership 


Asa matter of fact, at all times, through 
booms and depressions and all sorts of 
markets, a very large percentage of the 
total number of shares listed is owned 
outright for purposes of control or invest- 
ment, and never comes to market. It 
might be interesting to know the ratio of 
the short interest to the total floating 
supply of stocks, i.e., the total carried in 
margin accounts and by speculators for 
the rise. It is doubtful, if in the early 
stages of the bear market, the short in- 
terest was ever large enough, in propor- 
tion to the enormous open long account, 
to have any effect in cushioning a decline. 

I see no objection to short selling per se. 
If it is strictly ethical to purchase a stock 
from someone who wishes to sell, hoping 
to derive a profit from a future advance, 
it is equally ethical to sell 


understanding of public psychology, a 
sort of sixth sense of the market. The 
timing of a short sale is of the utmost 
importance. In the later stages of a 
boom, the public and the manipulators 
have the bit in their teeth, and no one 
ean say where the top will be. One of my 
early experiences was in the 1906 boom 
just before the 1907 panic. Great North- 
ern preferred had been rising until the 
price had reached figures quite as absurd 
as anything in the recent boom. At 2501 
began selling it short in a small way, each 
time covering at a loss. Fortunately I 
had a friend who was an old and success- 
ful trader (one of the few I have known 
to make large sums on the short side and 
keep them). He called me aside one day 
and said: ‘‘ Look here, young fellow, quit 
trying to pick the top of this market or 
you'll go broke. Wait until the market 
is definitely over the top and twenty 
points down on the other side, then sell 
them and you'll have everybody else 
selling with you.” That is the secret of 
successful short trading. I might add 
that Great Northern preferred sold at 
348 before starting down. In the recent 
boom it was apparent to any intelligent 
man that Radio, for instance, was high 
at $100 per share; but that didn’t prevent 
public enthusiasm, plus clever manipula- 
tion, carrying it to $400. The ‘‘astute 
traders’’ of the economists don’t fight the 
market trend and act as a brake at the 
top. They wait until it is well over the 
top, then they get behind and push it 
down as far and as fast as they can. 


Short selling without liquidation would, 
of course, get nowhere. After every 
period of excessive speculative activity, 
there is bound to be liquidation until that 
excess is corrected. But undoubtedly the 
driving of a bold and determined bear 
clique carries liquidation beyond normal, 
and causes unnecessary distress aud loss 
to many. Much liquidation would never 
be brought out except for these bear 
attacks. When conditions, wholly out- 
side the stock market, bring in extensive 
liquidation, as has been the case recently, 
bear attacks needlessly accentuate an 
already bad situation without correspond- 
ing benefits. After all, when liquidation 
takes place, the stock sold must find a 
bona fide buyer, with ample funds to pro- 
tect his purchase, before the liquidation 
is complete. Often the same stock is sold 
over and over again to one speculative 
buyer after another before it finds perma- 
nent lodgment. Purchases by shorts 
have little more than a temporary effect, 
as their buying is not new buying. They 
simply turn over the stock purchased to 
the man from whom they have borrowed 
it, increasing his liabilities accordingly. 


Long and Short Buyers 


A new buyer, on the other hand, re- 
moves the stock from the stock market, 
reducing the floating supply and relieving 
the situation to that extent. If short 
stock was sold in the same way as long 
stock, there could be no objection; but 
it isn’t. If a bear wishes to sell say 20,000 
shares of short stock, he goes in and sells 

10,000 shares as carefully as 


stock to someone who wishes 
to buy in the expectation of 


a long would. Then he waits 
until he finds a moment when 


profiting by developments 
which may cause a decline. 
It is rather the abuses that 
creep in which make short 
selling objectionable. 

According to the theoret- 
ical economists, there is a 
body of astute traders who, 
in the last stages of a bull 
market, put out short lines; 
thereby acting as a brake on 
market excesses. But short 
selling isn’t done that way. 
As a matter of fact, these 
astute traders are then busily 
engaged in fanning the flames 
of speculation and unloading 
their long stocks at high 
prices on an unsuspecting 
public, or in manufacturing a 
whole line of new securities 
for a like purpose. 

Successful short selling, on 
a large scale, is a very difficult 
business, and requires @ 
knowledge of market tech- 
nique which few men possess. 
Not only must one have a 


buying orders in that stock 
are few, perhaps some day 
just before the close, when he 
will send in several brokers 
each with orders to sell ‘‘at 
the market” and fairly hurl 
his second 10,000 shares at 
the market. This causes a 
sharp break and brings in 
frightened selling and per- 
haps the closing out of some 
exhausted margin accounts. 
If his selling brings in the 
expected liquidation, he will 
probably cover all or part of 
the last 10,000 shares and 
await an opportunity to re- 
peat the operation. Thus he 
is constantly marking down 
his main line of stock and 
making excellent trading 
profits. If he is a large oper- 
ator, he will employ some 
earefully selected propa- 
gandist to circulate all sorts 
of rumors, true and false. 
Even without a propagand- 
ist, if he ean drive a stock 
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thorough knowledge of secu- 
rity values, but it is much 


Is the Bear’’ a Myth? 


down spectacularly, Wall 
Street itself will manufacture 


more important to have an 
JANUARY 6, 1932 


(Please turn to page 32) 
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HERE has recently been some- 

thing in the nature of a crisis in 

railroad credit. While the bond 
market of early December could not be 
deseribed as accurately reflecting reali- 
ties, it did show the lack of confidence 
of a large section of the public in regard 
to senior railroad liens, and practically 
all medium grade and speculative rail 
bonds sold at bankruptey prices. In 
view of the fact that there will be a sub- 
stantial aggregate amount of railroad 
bond and note maturities over the next 
two years, the impossibility of selling re- 
funding bond issues under present con- 
ditions raises serious questions. How- 
ever, railroad executives, representatives 
of large investors in rail bonds, and 
government officials have been thoroughly 
awakened to the exigencies of the railroad 
credit situation, and as a result, a number 
of measures are under way, the aggregate 
beneficial results of which should ade- 
quately meet the present situation. 
Consequently, it seems that the crisis has 
been passed, and that we are approaching 
‘‘a turning point in railroad credit.” 


Five Credit Restorers 


Five important measures for restoring 
railroad credit are outlined in the sum- 
mary on this page. The first three are 
most important, and all three of these 
measures must be put into effect if the 
weaker railroads are to be carried over 
the emergency successfully. Fortunately, 
operation of all of these three measures 
seems reasonably well assured. The 
other two would help greatly, but, for 
many reasons, can not be made effective 
without considerable delay. 

The proposed 10 per cent wage reduc- 
tion is still a matter of negotiation, and 
it is not certain that it can be placed in 
effect without some delay, but the pros- 
pect for early action seems favorable. At 
a recent meeting in Chicago, 1,500 general 
chairmen of the 21 standard railway 
unions, representing 1,500,000 members, 
decided to appoint a committee with full 
power to negotiate a wage settlement. 
At a meeting of the railroad presidents 
of the country held December 18, a 
similar committee was appointed to con- 
fer with the rail labor leaders. The 
executives’ committee consists of nine 
members representing all parts of the 
country, with President Daniel Willard of 
the Baltimore & Ohio as chairman. The 
executives also decided to post notice im- 
mediately of intention to reduce wages 
15 per cent, under the procedure outlined 
by the railway labor law, which requires 
30 days’ notice before the legal ma- 
chinery is set in motion. If the negotia- 
tions looking toward a 10 per cent cut 
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Railroad Credit? 
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are successful, this notice will be re- 
seinded. If the negotiations for an in- 
formal settlement should fail, the execu- 
tives will continue to press for a reduction 
under the terms of the labor law. How- 
ever, there would seem to be a good 
prospect that the lengthy procedure 
required by the law will not have to be 
carried out, as the labor leaders appear 
to realize the seriousness of the weaker 
railroads’ difficulties and the need for 
early action. Mr. Willard, in a recent 
conference with President Hoover, ex- 
pressed optimism as to the outcome of 
the negotiations between the committees 
representing labor and executives, and 


FIVE STEPS FOR 
CREDIT REVIVAL 


1. A general reduction of 10 per cent in 
wages. 


2. Pooling of freight rate surcharges and 
loans to enable weaker roads to meet 
fixed charges. 


3. Government aid in meeting bond and 
note maturities through the proposed 
Reconstruction Finance Corporation. 


4. Widespread consolidation into well 
balanced and compact systems, aided 
by more sympathetic and expeditious 
action by the Interstate Commerce 
Commission. 


5. Federal regulation of highway carriers, 
pipe lines, and other competitors on 
a basis comparable to that of regula- 
tion of railroads. 


stated that he believed that a settlement 
would be reached. Predictions have 
been made that an agreement will be 
reached by January 15, and wage cuts 
made retroactive to January 1. These 
predictions may well prove to have been 
too optimistic, but prospects for a 
settlement some time in January seem. 
favorable. The only serious question is 
the extent of the concessions which the 
labor leaders will demand in return for 
the acceptance of a wage cut. Their 
primary object is to obtain assurance of 
increased employment, which is a press- 
ing problem from their viewpoint, in 
view of the large number of railroad 
men out of work. The executives are 
reported as being willing to agree that 
any savings which may be effected by a 
wage cut over and above the amounts 
which may be needed to meet fixed 
charges will be applied to creating addi- 
tional employment in construction and 
repair work, etc. Estimates of the sav- 
ings through a 10 per cent wage cut 


vary from $100 millions to $200 millions 
per annum. No accurate estimate can be 
made, in view of the certainty of varia- 
tions in the volume of traffic, the fact 
that non-union workers have already 
received cuts, and other factors. How- 
ever, it seems reasonably certain that 
the saving would exceed the indicated 
1931 deficiency in fixed charges, leaving 
a good margin to spare. The payroll 
has, on the average, consumed about 
44 per cent of gross revenues of the 
American railroads, and a ten per cent 
reduction in this item would make a 
large difference in net railroad operating 
income. 


The Freight Revenue Pool 


Arrangements for placing the freight 
revenue pool in effect have already been 
completed. Master tariffs covering the 
various rates which the Interstate Com- 
merece Commission allowed to be in- 
creased have been filed, and the 30 days 
notice, which is usually required before 
such changes can be made, has been 
waived by the I. C. C. The Railroad 
Credit Corporation, which has been in- 
corporated by the railroads in Delaware, 
will administer the pooling of the sur- 
charges resulting from the rate increases, 
and the granting of loans out of the 
funds thus obtained. It is estimated 
that the increases should net about $100 
millions per annum for the pool. Rail- 
roads which are unable to meet their 
bond interest and other fixed charges 
may apply to the Credit Corporations 
for loans. Unless there should be a very 
substantial decline in railway operating 
income in 1932 as compared with 1931, 
a pool of $100 millions should be ample 
to cover all fixed charge deficiencies. 
The Association of Railway Executives 
has announced that ‘‘Practically unani- 
mous assent to the marshalling and 

(Please turn to page 29) 
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try are in actual need of freight 

rate increases or wage reductions, 
and of this select group Norfolk & 
Western is an outstanding member. 
Indicated earnings of about $15 per share 
for 1931 compare with a $12 dividend 
rate ($10 regular and $2 extra) and with 
$22 per share actual earnings in 1930, 
which was by no means a good year for 
rail earnings. The company’s annual 
report for 1931 is expected to show fixed 
charges covered about 514% times over, 
and further strengthening of an already 
adequate financial position. 

Inasmuch as Norfolk & Western’s 
performance is so much at variance with 
that of virtually all other American rail- 
roads, there naturally arises the question 
of the reason therefor. Strategic location, 
good management, and a highly impor- 
tant principal item of traffic furnish the 
answer. Crop failures have an insignifi- 
cant effect upon the road’s fortunes, 
manufactures constitute less than 9 per 
cent of total tonnage, and traffic is of 
such a nature that other forms of trans- 
portation, such as trucks and pipe lines, 
can offer no competition. Coal strikes 
and mild winter weather can affect 
revenues, and have done so, but in recent 
years at least, even those factors have 
never seriously cut into revenues or 
earnings. 


Ne: all of the railroads of the coun- 


Coal Traffic Heaviest 


Bituminous coal is the commodity 
which furnishes life blood to the Norfolk 
& Western and, in fact, accounts for 
nearly 80 per cent of total traffic. Two 
hundred and forty miles of first track tap 
the rich West Virginia bituminous fields, 
and 245 miles are located in Ohio. Track- 
age is, roughly, in the shape of an ‘‘X,”’ 
extending from Cincinnati and Columbus 
on the west to tidewater at Norfolk on 
the east, and with a line extending from 
Hagerstown (Md.) on the north through 
Roanoke (where the lines cross) down to 
Winston-Salem. 


Norfolk & Western’s interest in coal © 


is not confined to its transportation, for a 
wholly owned subsidiary holds about 
300,000 acres of coal and timber lands 
which are leased out and which in 1930 
produced more than 13.6 million tons of 
coal, upon each ton of which a royalty was 
received. 

The West Virginia coal fields, it should 


JANUARY 6, 1932 


Coal Traffic 


‘ 


Rail Earnings 


and 


be noted, are non-union and labor costs 
are relatively low, a situation which has 
resulted in that state turning out a dis- 
proportionately large volume of output in 
recent years, at the expense of the union- 
ized fields which had a materially higher 
wage standard and, consequently, higher 


production costs. Labor troubles in the 
fields served by the road resulted in a loss 
of about 414 million tons of traffic (less 
than 8 per cent of the total) in 1927 and 
1928, but in the following year both 
traffic and earnings established all time 
high records. 


Healthy Capital Structure 


A healthy capital structure is one 
highly important factor in Norfolk & 
Western’s credit position. Only 40 per 
cent of total capital is represented by 
bonds, about 9 per cent by preferred 
stock, and 51 per cent by common stock. 
As a consequence, total fixed charges are 
relatively modest, amounting to only 
about $5 millions a year, and rentals for 
leased lines are only slightly in excess of 
$100,000. 

Working capital position, at first 
glance, does not appear to be particularly 
strong. Although net working capital 
at the end of 1930 amounted to $3.2 
millions, ratio of current assets to cur- 
rent liabilities was but 1.3 to 1. The 
“other investment’ account, however, 
included $42.9 millions of. short term 
railroad, state and municipal obligations, 
and if this item were carried among cur- 
rent assets, total working. capital would 
amount to $46.1 millions, or about $33 
per share of common stock. : 


Indicated 1931 earnings of $15 
per share of common stock afford 
a 50 per cent coverage of the 
regular dividend rate, yet the 
yield on the $10 rate is the high- 
est since 1917. Short term 
securities held in investment 
account total nearly 40 per 
cent of road’s funded debt, and 
near term maturities are in- 
significant. 


The emergency freight rate increase 
granted by the Interstate Commerce 
Commission was not designed for roads 
occupying the status of that of the 
Norfolk & Western, but under present 
plans of loans to the weaker roads rather 
than outright gifts, this company will be 
an important ultimate beneficiary of the 
pooling arrangement. On the basis of 
1931 traffic volume, it is estimated that 
the $3 per car additional charge on coal 
plus whatever other increases affect the 
remaining 20 per cent of traffic which the 
N. & W. moves, will provide more than 
$2.5 millions to be loaned to the pool in 
1932, that will eventually be returned to 
the road’s treasury. Thus there will be 
realized about $1.80 per share of common 
stock, assuming that business this year is 
neither better nor worse than it was in 
1931. 

Bond and equipment trust maturities 
this year, in the light of the road’s finan- 
cial position, may be dismissed as being of 
little importance. Total bonds maturing 
in- 1932 amount to but $2.3 millions and 
equipments coming due are somewhat less 
than $3.3 millions. Next year sees no 
bond maturities, and in 1934 $5 millions 
come up for payment. The first maturity 
of any importance will not be seen for 12 
years, when $34 millions of divisional 
first and general 4s mature. 


Merger Prospects 


As to Norfolk & Western’s corporate 
future, the road has been assigned to the 
Pennsylvania in the proposed 4-party 
Eastern consolidation plan, which ap- 
pears quite logical in view of the fact 
that the latter already owns 573,560 
shares of N. & W. common and 125,200 
shares of preferred, giving it a 43 per 
eent voting power. Because of the coal 
road’s demonstrated earning power and 
its common stock dividend record (un- 
broken since the beginning of the cen- 
tury), its common stock owners should be 
in a position to bargain successfully for 
liberal terms in the consummation of 
merger plans. 

Despite its record, however, and the 
road’s strong financial position, its com- 
mon stock is currently quoted at less than 
8 times indicated 1931 earnings (of $15 
per share in the face of a mild winter and 
a severe business depression) and on the 
basis of the regular $10 dividend alone the 
yield is in excess of 814 per cent. 
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The Tax Threat Against Stocks| 


FEDERAL 


OTHING is certain but death and 
taxes; and it is just as true that 
nothing is as uncertain as life and 

tax proposals. With this premise in 
mind, it will be of more than usual inter- 
est to watch the progress Congress makes 
on the tax increases as proposed by 
Secretary Mellon one month ago. That 
an emergency exists, there can be no 
doubt, for Uncle Sam’s income has been 
sadly impaired by depressionary influ- 
ences. 

Obviously Mr. Mellon’s proposed in- 
creases in income taxes would effect many 
persons heretofore untouched by tax 
schedules; but what about the proposed 
imposts on the movies, automobiles, 
trucks, tires, motor accessories, radios and 
phonographs, cigarettes and tobacco and 
telephone and telegraph messages? Will 
they be approved? And if these excise 
taxes become effective, how will they 
affect the earnings of the companies in- 
volved and their securities? 

Since the Mellon tax proposals were 
announced there has been plenty of big 


By A. WESTON SMITH, Jr. 
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and little talk both in and out of Congress, Wiens Fane, Ended p. une 30 
and it is already quite evident that not j,.ome tax.... $83,000,000 $183,000,000 
one of the tax proposals is certain of Gorporationtax.. 27,000,000 —_60,000.0C0 
approval with the possible exception of Estate tax....... none 11,000,000 


an increase in the so-called ‘‘rich man’s” 
tax. Indications are that a hard fight will 
be waged against the tax plan in its 
present form, and the prospect of passage 
for certain divisions is practically hope- 
less. The industries directly effected are 
girding themselves with an armor of 
statistics and records, and it is probable 
that a number of strong lobbies will be 
thrown into the field to battle for Con- 
gressmen’s votes against the proposals. 


Threat Against Profits? 


On the other hand, the tax proposal 
relies chiefly on the miscellaneous excise 
taxes on various industries and herein 
lies the threat against the earnings of 
companies which are subject to the im- 
posts and their stocks. The following 
table of the additional funds to be derived 
from the new taxes which shows just this, 
includes the following estimates: 


Postal revenues. . 
Miscellaneous... . 


75,000,000 150,000,000 
205,000,000 514,000,000 


$390,000,000 


The fact that the tax proposal does 
rely so heavily upon the ‘‘ miscellaneous” 
division, suggests that important con- 
sideration will be given to placing an ex- 
cise tax upon as many industries as possi- 
ble under the plan. The automobile 
industry appears to be the greatest 
sufferer in the event that the tax pro- 
posals are approved in their entirety 
with a tax of 5 per cent on passenger cars, 
3 per cent on trucks, and 244 per cent 
on accessories and tires. Word from 
Detroit forecasts a pitched battle to 
prevent a tax on passenger automobiles 
in the lower price brackets. Ford, 
Chevrolet, Plymouth and Willys are 
finding competition too keen and profit 


(Please turn to page 28) 


BY VROPUSED EXCISE TAXES 


AMUSEMENT PASSENGER Moror AUTOMOBILE ACCESSORIES CIGARETTES RapbIo AND 
ADMISSIONS AUTOMOBILES TRUCKS (214%) AND ToBAcco PHONOGRAPH 
(5%) (5%) (3%) (+le) (5%) 
Columbia Amer. Austin Brockway Ainsworth Pines Amer. Snuff Crosley 
Pictures Auburn Fageol Bendix Winterfront Am. Sumatra Grigsby- 
Cons. Film Checker Cab Federal Bohn Sharon Steel Am. Tobacco irunow 
Industries Chrysler Int. Harvester Borg-Warner Hoop Axton-Fisher Morison Elec. 
Eastman Cord Mack Campbell- Sparks- Benson & Pilot Radio 
Kodak Durant Seagrave Wyant Withington Hedges R. C. A. 
Fox Film Franklin White Cont’l Motors Spicer Helme Sparks- 
Fox Theatres Gardner Elee. Auto-Lite | Stewart- Liggett & Withington 
Gen. Theatres | Gen. Motors Elec. Storage Warner Myers Stromberg- 
Keith-Albee Graham-Paige se Battery Thompson Lorillard Carlson 
Orpheum Hudson (214%) Evans Products Philip Morris U.S. Radio 
Loew’s Hupp wh. k,n Products Timken Philip Morris, Zenith 
Nat. Screen Indian Gabriel Bearing Cons. 
Paramount Motocycle Firestone Hall Lamp Timken- Porto-Rican TEL & TEL. 
R.-K.-O Marmon Fisk Hereules Detroit Am. (14-50¢) 
Shubert Nash General Motors Trico Products | Reynolds ,———————_____ 
Technicolor Packard Goodrich Houdaille- Tung-Sol _ Stan. Com Am. Tel. & Tel. 
Universal Paramount Goodyear Hershey Young Spring Tob. Int: Tel. & Tel. 
Pictures Motors Kelly- Kelsey-Hayes U. S. Tobacco New Eng. Tel. 
Warner Bros. Pierce-Arrow Springfield MotoMeter Universal Leaf & Tel. 
Studebaker Lee Motor Webster- Pac. Tel. & Tel. 
Stutz Norwalk Products Eisenlohr Postal 
Willys- Seiberling Nat. Acme Radio Corp. 
Overland ‘U.S. Rubber Perfect Circle Western Union 
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Congress for a tariff on copper im- 

ports arises quite naturally from 
the acute distress of a large part of the 
American producers, many of whom under 
present conditions of restricted demand 
and extreme low prices find themselves 
unable to break even in their operations 
and rapidly approaching a point of strain 
in their financial status which will make 
suspension of operations inevitable. 
Therefore they turn to Washington for 
help to save them from the ogre of cheap 
foreign metal which, they assert, is even 
now entering the country at an alarming 
rate and threatens to engulf the greater 
part of the American copper industry 
when the new supply from Africa is fully 
developed. 


Two Kinds of Tariff 


There are, broadly speaking, two kinds 
of tariffs, differentiated according to their 
purpose, whether to provide revenues for 
the government or to protect a weak or 
infant industry whose fostering is im- 
portant from the point of view of national 
security or well being. There is no pre- 
tense of revenue increases as an argument 
for a copper tariff, and the proponents 
frankly demand a 4 or 6 cent rate purely 
as a matter of protection. The entire 
purpose is, quite simply, to increase the 
domestic price sufficiently above the 
foreign price to allow the higher cost 
American mines to continue to operate 
and the lower cost mines to make a satis- 
factory profit; at the present time that 
means a domestic price as near to 12 
cents a pound as possible. 

The copper industry is naturally di- 
vided on the tariff question, according 
to the way in which the interests of the 
individual companies would be affected. 
To understand these conflicting interests 
it is necessary to know that while the 
United States has in recent years supplied 
around 50 per cent of the world’s new 
copper output, it has refined anywhere 
from 67 to 75 per cent of the world total. 
That means that the dominant smelting 
and refining interests of the country 
habitually bring in copper in the form of 
concentrates, matte or blister and reship 
to other consuming countries the refined 
metal in various shapes and forms. While 
it is perhaps theoretically possible for 
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this business to be carried on in spite of a 
tariff by a bonding arrangement or by 
paying the tariff and obtaining refunds 
later upon establishing the withdrawals 
of the finished products, it is obvious 
that such procedure would be cumber- 
some with red tape and subject to appre- 
ciable clerical and other expense. There 
would be a strong motive for establish- 
ment of foreign refineries to handle this 
business, particularly in England since 
a tariff here would unquestionably be 
followed by a tariff in that country to 
give Canadian and Rhodesian output 
preferential entry. 

Therefore, quite aside from the social 
effects from injury to our refining busi- 
ness, there is the direct motive of self- 
interest to be served by opposition to the 
tariff by such companies as American 
Smelting, American Metal, Anaconda 
and U. S. Smelting, for their operations 
would be severely interfered with and 
hampered, if not permanently injured. 
Anaconda would be adversely affected 
as a producer to the extent that it now 
brings into this country a substantial 
portion of its low cost output from the 
Chile and Andes properties, although a 
successful tariff would benefit its directly 
owned properties in Montana. Kenne- 
cott interests would probably not be 
averse to an effective copper tariff since 
its Alaskan properties and Utah and 
Nevada would be benefited, while the 
disadvantage which might accrue tem- 
porarily to its South American output 
from Braden would probably be more 
than: offset by the gains at home. 


The Canadian Producers 


Many Canadian producers, such as 
Granby, Noranda, Howe Sound, Interna- 
tional Nickel, Hudson Bay, and Sherrit 
Gordon, would have to realign their distri- 
bution channels to obviate the tariff and 
would probably prefer to see no tariff 
rather than transfer the flow of their out- 
put to England and Continental Europe. 
These companies would probably be handi- 
capped at least temporarily. 

Katanga would certainly prefer to 
have no tariff barriers erected, especially 
if such a move here were to be followed 
by similar action in England. The new 
Rhodesian output, part of which would 


be refined in this_country, if. not con-— 


sumed here, would find preferential entry 
into England and would be refined there 
instead of here, in the event of an effec- 
tive tariff in this country. 

The agitation for the tariff comes 
principally from American mines in the 
Lake Superior district and in Arizona, 
practically all of the former, and a num- 
ber of the latter, being medium or high 
cost producers. An _ effective copper 
tariff would directly benefit such com- 
panies as Phelps-Dodge, Magma, Miami, 
Shattuck-Denn, United Verde, United 
Verde Extension, Calumet & Heela, 
Copper Range, Mohawk, Quincy, Isle 
Royal, Consolidated Coppermines, Ten- 
nessee Corporation, and other smaller 
properties of less interest to the investing 
public. 


The Crux of the Problem 


All but one of the conclusions presented 
above have been based upon the hypo- 
thetical premise that a copper tariff 
could be made effective in raising the 
domestic price under conditions as they 
exist to-day or as they are likely to exist 
in the comparatively near future. The 
exception is the diversion of part of our 
refining business which would un- 
doubtedly take place following enact- 
ment of a tariff whether or not it had any 
effect upon the domestic price. It is in 
this premise that is found the crux of the. 
entire tariff problem. One need not go 
beyond the experience of the American 
wheat farmer in recent years to realize 
the futility of a tariff for price raising 
purposes in connection with a commodity 
of which the country normally and 
regularly produces an exportable surplus. 
The tariff experience of the copper in- 
dustry itself in the early 1890’s showed 
its futility and in 1894 copper was placed 
upon the free list without a protest. 

A compilation based upon Bureau of 
Mines figures reveals that in only one 
year (1921) in the past decade has this 
country failed to have a net exportable 
surplus, and the reason that domestic 
output in that year failed to exceed 
domestic consumption is that practically 
all mines were closed for a number of 
months for the purpose of righting the 
statistical position of the industry and 
making a start in reducing the excessive 
(Please turn to page 29) 


V ho V \ ould Benefit 
| 
i 
| 
| a 
A 
| 
| 
Pr 
| 
> 
i 


_ POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 


1914-1926 1927 1928 1929 1930 1931 New Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec. 
Av Average 
‘000, Prices 
95 46 1 1 96 
{ | 
Heath 
Com 
25 (%) 
70 20 6 
J 
‘| 
65 5 2 
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KEY: Average 40 Bonds - 


- - Commercial Paper 


New Offerings 


"Te renewed decline in bond prices, 
following the short lived mid- 
December rally, was continued 
into the final week of the year, and the 
averages showed the general level of bond 
quotations close to the 1931 record low 
as the old year drew toaclose. The weak- 
ness in the late 1931 sessions was gener- 
ally ascribed to tax selling, and while it is 
impossible to obtain any accurate statis- 
ties as to the exact amount of selling 
effected for the purpose of registering 
losses which may be deducted in income 
tax returns, there seems to be good basis 
for the belief that tax selling was unusu- 
ally heavy in the final weeks of 1931. It 
is proposed that the larger income and 
surtaxes which are to be provided for 
at the present session of Congress be 
made retroactive to cover 1931 income, 
and it is only natural that those who were 
in a position to do so, desired to escape 
the necessity for paying increased taxes, 
or any taxes at all, by registering security 
losses. Furthermore, it seems rather 
likely that the capital gains tax, and with 
it the provision for deducting capital 
losses, will be repealed, so many large 
holders of securities viewed the closing 
sessions of 1931 as the last opportunity 
for taking advantage of the large deprecia- 
tion of the depression markets to save on 
tax payments. 


The desire to establish tax losses and 
year-end “‘window dressing” were prob- 
ably the main causes of the continued 
decline in United States Government 
obligations last week. The long term 
Treasury issues were, as formerly, the 
chief sufferers, but even the compara- 
tively stable Liberty Loan bonds de- 
clined. The Treasury had to pay an 
average rate of 314 per cent, on a bank 
discount basis, on its $100 million bill 
offering of December 17. This was close 
to the record high of 3.30 per cent which 
was the average paid on the second offer- 
ing of Treasury bills, after their introduc- 
tion late in 1929. The market is quite 
unreceptive to long term issues, and un- 
less there is a substantial improvement 
in the market over the next two months, 
the Treasury will apparently have to pay 
a rather high rate even on short term 
certificates to meet the March maturities 
and current expenditures in excess of tax 
payments. 

The municipal bond market continues 
dormant. Many advertisements for bids 
for municipal issues have been ignored by 
dealers, even in cases where there has 
been no limitation upon the coupon rate. 
Banks have severely curtailed credit to 
dealers, who are thus not in a position to 
undertake new commitments. New York 
City recently obtained a short term loan 
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of $60 millions, part for a little less than 
three months and the rest for about six 
months, and had to pay interest at an 
annual rate of 514 per cent, the highest 
on short term borrowing in many years. 
The security affiliates of the National 
City Bank and the Chase National Bank 
purchased the major portion of the loan. 

One reason for the lack of support for 
the bond market in 1931 was revealed in 
the testimony of Frederick H. Ecker, 
president of the Metropolitan Life In- 
surance Company, before the Senate 
Finance Committee. Mr. Ecker stated 
that about 32 per cent of the $1.3 billions 
which the life insurance companies of the 
United States had available for invest- 
ment in 1931 was advanced to policy 
holders on loans. This meant that 
$300 millions or more which would, under 
normal conditions, have gone into the 
market for high grade bonds and preferred 
stocks, was not available for investment 
in the usual channels. 

Another type of financial institution 
and normally the bond market’s best 
eustomer, the commercial bank, was also 
largely out of the picture in 1931. In 
fact, the commercial banks have been 
sellers, rather than buyers of bonds. The 
weekly statements of the reporting mem- 
ber banks of the Federal Reserve System 

(Please turn to page 27) 


NEW BOND OFFERINGS FOR THE WEEK | 


N offerings aggregating less 
$1,000,000 are not included) 


Name of Issue 


(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) 

Name of Issue 

tral West Public Service Co. of Nebraska... .first mtge.6s“A”........005 we ee 

Cons. Elec. Pwr. Co., Ltd., (Japan)...... 

Rou mania. Kingdom of, Monopolies Instituté. gtd. ext. 7s... 

United Electric Railways Co. (Providence)... .. prior lien 6s A 


Amount Interest Offering Yield or 
Offe: Date Price Basis % 

$48,000,000 eee eee 5.25 

Call Date 

Amount Price Payable 
$161,735 100 Dec. 29, 1931 
350,000 100 Feb 1, 1932 
80,006 102 Jan. 10, 1932 
446,300 100 Feb. 1, 1932 
Entire 105 April 1, 1932 
Entire 101 July 1, 1932 


Note: Coupon paying agents or trustees will supply complete lists of bond numbbers called for redemption. 
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Opportunities the Bond Market 


the New York Stock Exchange in 

many cases ¢alls for a qualification 
of current prices as being extremely low. 
In most instances a study of the individual 
situation fails to reveal a plausible reason 
for such price conditions. Consequently 
the causes for the current price level of the 
bond market are of a more general charac- 
ter. Principal among them is the lack of 
confidence which has overshadowed all 
security markets during the last s@veral 
months, characterizing the present mental 
attitude of the entire world, and a factor 
which is at the root of the financial 
troubles here and abroad. 


\ SURVEY of sound bonds listed on 


Institutional Liquidation 


During the past half year the bond 
market in particular has been laboring 
under the effects of institutional selling of 
railroad bonds which promised to become 
ineligible as ‘‘legal’”’ investments. It is 
obvious that this large scale liquidation of 
values, regarded heretofore as among the 
best the market had to offer, has caused 
a downward revision of the entire list. 
This process of liquidation was accel- 
erated by other sales of a more or less 
involuntary character. The many bank 
failures and ensuing mania of nearly all 
banks for ultraconservative liquidity to 
meet all emergencies caused additional 
forced selling of bonds. Furthermore, in 
many individual cases, where other securi- 
ties had to be protected or where curtailed 
income called for capital consumption, the 
first securities to be liquidated were gen- 
erally bonds, as it is human nature to sell 
first those securities which have suffered 
the least depreciation, and that meant 
bonds in most instances. The precarious 
financial conditions in many foreign 
countries and defaults in the foreign bond 
list have also had their repercussions on 
the domestic bond market. 

On the basis of historical precedent a 
restoration of confidence should be noted 
first in the bond market, which in the 
large secular movements so far has always 
preceded a recovery of stock market 
prices. The abnormality of current bond 
prices becomes more apparent if funda- 
mental theories governing bond valua- 
tions are applied to present conditions. 
They prove that ephemeral economic 
phenomena have temporarily disrupted 
the market for fixed income bearing 
securities. 
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By ANDREW A. BOCK, Ph.D. 
Editorial Staff, Tue Financtan 


The long term trend for bond prices 
and yield is still determined by the law of 
supply and demand, which in this par- 
ticular field is modified and supplemented 
by the trend of interest rates and the 
changes in the purchasing power of the 
fixed income accruing to the bondholder 
on each payment date and of the principal 
at the time of maturity. Except for short 
periods of abnormal conditions, such as 
prevail at the present time, it is axiomatic 
that yields of sound investment bonds 
decline with a lowering of interest rates 
paralleled by an increase in the purchas- 
ing power of the bond coupon, which is 
identical with a decline in costs of living. 
On the other hand, increasing yields 
(assuming normal conditions) go hand in 
hand with high interest rates, declining 
bond coupon purchasing power, and rising 
costs of living. This fundamental theory 
clearly points out the importance of the 
trend of the purchasing power of the 
dollar over the coming year in determin- 
ing the normal trend of bond prices. 


Trend of Dollar Values 


As the dollar value in the final analysis 
is based upon gold, its purchasing power 
is determined by the quantity of gold 
available as credit and currency basis 
and the scientific methods which are ap- 
plied to use these gold reserves. On the 
premise of a purely quantitative theory 
due to a probable decline in gold produe- 
tion, the secular trend for the dollar’s 
purchasing power is decidedly upwards 
and, conversely, the trend for commodity 
prices point downwards. With reference 
to bonds this would indicate an increasing 
purchasing power of the coupon dollar 


as years go on, however slight this in- 
crease may be. 

On the other hand, there are many 
methods, already in practice or merely 
advocated by currency experts, which 
allow a scientific stretching of the avail- 
able gold reserves, thereby counteracting 
the secular trend based on the quantitative 
theory.: These methods aim at a stabili- 
zation of purchasing power as the most 
ideal monetary status. However, there 
is a certain school among these currency 
economists which at least at the present 
time advocate methods of bringing about 
a decline in purchasing power of the dollar 
with paralleling higher commodity prices. 


Outlook for Bond Prices 


Without going into a detailed discus- 
sion of the merits of such scientific 
schemes for price stabilization of infla- - 
tion, it can be inferred that on the theory 
of a secular upward trend of the pur- 
chasing power of the dollar the bond 
investor will gain, and that with stabili- 
zation he will not lose. With a secular 
decline in purchasing power, he would 
of course run the risk of seeing the return 


from his investments shrink in real value. 


The above theoretical exhibit refers 
strictly to the secular trend under abso- 
lutely normal conditions. If they would 
be applied to the present situation where 
we have a low price for capital and a 
rising purchasing power of the dollar, 
the yield for good investment bonds 
should be low and their price levels conse- 
quently high. However, just the opposite 
is the fact. Bond prices, even of those 
issues which merit the qualification of 
sound investments, are at a low ebb and 
yields are unprecedentedly high. This 
would indicate that with a return of 
eonfidence and disappearance of cur- 
rently prevailing disturbing factors, sound 
investment bonds should witness a rate 
of enhancement to such an extent that 
this capital gain would more than offset 
any probable decline in the purchasing 
power of the dollar for the next decade. 

However, this statement would need to 
be modified in the event that the United 
States should for some reason or another 
embark upon a voluntary policy of artifi- 
cial monetary inflation on an extensive 
scale, which, however, appears highly 
improbable. 

Aside from that faint possibility there 

(Please turn to page 33) 
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BOND OPPORTUNITIES 


Recent Current 
; Price Yield 

American Gas & Elec. deb. 5s, 2028..............6..0055 82 6.10% 
Bethlehem Steel imp. 5s, 1936. 94 5.30 
Brooklyn- Manhattan Trans. secured 6s, 82 7.30 
69 7.25 
P. Lorillard deb. 5s, 82 6.10 
Montana Power Ist & ref. 5s, 1943. .................045. 94 5.30 
St. Paul Union Depot ist & ref. 5s, 1972................. 95 5.25 
Standard Oil of N. Y. deb. 414s, 1951.................... 87 5.18 


Net Coupon 
Yield Payable Call Price 
6.1% MI-N 106 

6.4 J-J 1 105 

7.4 J-J 1 105 

7A J-J 1 Not 

6.8 F-Al Not 

5.6 J-3 1 105 

5.3 J-J 1 110 (1942) 
7.8 M-S1 105 (1933) 
5.5 J-D 15 101 

8.6 A-O1 102 
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These reviews 


were written immediately preceding closing time of this issue 
The ratings “A,” “B," “C," “D," used in this department, are taken from THE FINANCIAL WORLD'S Appraisal of Listed Stocks 


Alaska Juneau 4 


Despite the falling off in earnings, Alaska 
Juneau directors saw fit to increase its 
dividend to 50 cents annually from the 
former 40-cent rate. The November 
profits of about $62,300 reported before 
depreciation, depletion and taxes, are 
only slightly more than half of the $120,- 
500 in the same month of last year. The 
company probably ended the year with 
total profits in excess of those of 1930 
because of the more profitable operations 
in the early months, and should be able to 
show $1.5 million before depreciation 
charges. Deducting depreciation at the 
former rate of around $200,000 would 
leave $1.3 million before depletion as 
compared with $831,000 in 1930. Having 
earned 58 cents a share on this basis in 
1930, it can be expected that 1931 opera- 
tions will show a profit of around 90 
cents a share. 


Allied Chemical 4 


The recent elimination of the stock divi- 
dend on Allied Chemical was considered 
a sufficient sacrifice by stockholders when 
directors declared the regular quarterly 
cash payment maintaining the annual 
rate at $6 per share. Allied has been 
penalized to a considerable extent this 
year from the reduction of income from 
its investments with several of the larger 
corporations represented in its portfolio 
having reduced or eliminated payments. 
The 50 per cent decline in fertilizer sales 
for this year practically eliminates this 
division as a contributor to earnings. 
While the company does not issue interim 
income statements it is conceded that 
earnings for 1931 fell considerably short of 
the $9.77 earned in 1930. The company’s 
major revenues are derived from the 
alkali and heavy chemical divisions with 
dye stuffs, and coal tar products following 
closely behind. With somewhat improved 
prices anticipated for the coming year 
it, nevertheless, will require a pick up in 
sales to maintain normal earning power. 


Aviation Corporation 4 “D” 
Aviation, although an infant industry, 
has done reasonably well during these 
trying times, and it is to be hoped that 
obstacles will not be thrown in its way to 
forestall its contribution to our national 
progress. Revenues from air mail con- 
tracts can not help but be lower in the 
coming year if the proposed cuts are in- 
augurated, and they will be helped but 
little by the necessity of reducing pas- 
senger fares. The American Airways, 
subsidiary of Aviation Corporation, flew 
their planes 7.4 millions from January 1 
to November 1, carrying 47,887 passengers 
and 1,382,482 pounds of mail. In Novem- 
ber this system’s planes flew 761,953 miles, 
carrying 4,117 passengers and 122,437 
pounds of mail. - 


American Can 4 w 
The curtailed demand for the products of 
American Can, as brought about by 
general conditions, was not aided in any 
way by the sharp reduction in the most 
important vegetable and fruit packs while 
having to contend with a heavy carry- 
over from previous years. This has not 
dampened the spirits of officials of the 
company who, in declaring the regular 
dividend, are proceeding with an aggres- 
sive program in advertising the company 
products to invigorate earning power. 
Earnings for 1931 are expected to show 
both the regular and extra dividends 
covered and, having done this, a demon- 
stration of earning power has been given 
that bespeaks better things ahead with 
the return of normal conditions. 


American Ice 4 — 


Unseasonable weather conditions have 
stimulated the ice sales of American Ice 
Company but have proportionately re- 
stricted the fuel sales, although the net 
result was a sales volume for October and 
November well in excess of last year. 
Profits were also greater by about $100,- 
000, with this trend continuing through- 
out December. Diversification of opera- 
tions should be broadened by the entrance 
of the company into the laundry business, 
with its plant expected to be completed in 
the spring. The company is engaging 
in a new venture to sell ice-boxes to the 
public which, if successful, would also 
defer the conversion of many customers 
to mechanical refrigeration. Although 
earnings for 1931 will be less than a year 
ago, when $4.16 a share was earned, the 
indicated $3.50 affords ample coverage 


DIVIDEND MEETINGS THIS WEEK 


MONDAY, JANUARY 4 


Kansas Electric Power 
Melvilie Shoe 
Pennsylvania-Bradford (Pfd.) 


TUESDAY, JANUARY 5 


American Smelting & Refining Cluett Peabody 
Atchison, Topeka & Santa Fe Collins Company 


en Company Columbian Carbon 
Boston Safe Deposit Eastern States Gas 
Brown Shoe (Pfd.) F. W. Grand;Stores 
Bros. 
ampe Corporation penhein-Colli 

Central Illinois Securities Republic Service 

Pasco Isaac Silver & Bros. 

WEDNESDAY, JANUARY 6 
Am. Alliance Insurance Great Amer. Insurance 
American Cigar Jantzen Knitting 


Lincoln Fire Insurance 


THURSDAY, JANUARY 7 


Harriman National Bank Phila. & Gray’s Ferry Ry. 
Harriman Securities Industrial Trust (Phila.) 


FRIDAY, JANUARY 8. 
W. F. Hall Printing Stockline Furniture (Pfd.) 
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for the present $2 dividend. The com- 
pany has improved its cash position. 


Bethlehem Steel 4 


Whef the preferred stock of Bethlehem 
Steel sells on an 11.7 per cent yield basis, 
despite the insistence of officials that the 
senior dividend is safe, even should un- 
favorable conditions continue for several 
years, a ready explanation can be found 
for this situation in both forced and 
frightened liquidation among stock- 
holders. The possibility of dividend 
omission on the common should, to the 
contrary, benefit the senior issue should 
such action be taken. A fair portion of 
the liquidation in Bethlehem preferred 
ean be traced to sellers aiming to estab- 
lish tax losses against income tax pay- 
ments for last year. 


Collins & Aikman 4 “Cc” 


The improved earnings showing of Col- 
lins & Aikman in the first six months of 
1931 has met a check as shown in the re- 
port for the third quarter. Having 
earned $1.30 a share in the first two quar- 
ters the company reports total net profit 
equivalent to $1.41 a share for the nine 
months. In the corresponding three 
quarters of 1930 there were no earnings 
applicable to the common stock. The 
1931 profits include an item of $185,785 
excess of par value over cost of preferred 
shares purchased and held in the treasury. 


Continental Can 4 — 


Another servicing unit was added to the 
plants of Continental Can in the erection 
of a plant at Harvey, La., adjacent to the 
plant of Penick & Ford, whose can re- 
quirements are to be filled under a long 
term contract given to the company. 
Notwithstanding lower earnings for 1931, 
Continental is carrying out an extensive 
expansion program which, under normal 
conditions, should permit a better earnings 
showing when business improves. 


Corn Products Refining 4 “B” 


The omission of the extra dividend and 
the smaller coverage for the regular pay- 
ment, in the light of the 30 per cent 
reduction in earnings for the first nine 
months of this year, can be directly 
attributed to a smaller volume of business 
as is suggested in the report of the Corn 
Industries Research Foundation. A de- 
erease in the output of products of corn 
of about 20 per cent from last year is 
shown in the year end survey made by 
this organization. Some 60 million 
bushels of corn were used by corn re- 
finers during 1931 as compared with 
75 millions a year ago. Corn Products 
Refining will have done well if it covered 
the regular $3 annual dividend from 1931 
operations. 
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Cuban-American Sugar 4 “Dp” 


The Cuban sugar producers went deeper 
into the red last year, despite the efforts 
made to stimulate the price of the com- 
modity. Cuban-American Sugar reports 
a net loss for the year ended September 
30, 1931, of $2.8 millions comparing with 
a smaller loss of $2 millions in the preced- 
ing fiscal year. Cuban sugar exports up 
to December 5 of 1931, aggregated 2.5 
millions long tons, as against 3.2 millions 
tons in the same period of 1930. Avail- 
able stocks in Cuba show a sharp increase 
in the carryover, amounting to 933,017 
tons compared with 446,972 tons last 
year. 
not at all satisfied with the results ob- 
tained through the Chadbourne Plan, and 
the Havana press minces no words in 
predicting its abandonment. A small 
ray of hope is held out for large scale 
producers in the more general use of a 
mechanical cane harvester, invented by 
an Australian engineer and manufactured 
under contract in the United States. This 
new device, however, must contend with 
the unusually low labor costs which many 
producers will prefer to utilize rather 
than make additional investments in 
machinery. 


Delaware Lackawanna 4 | 


The old ‘‘road of anthracite” handed out 
an unwelcome Christmas gift to its com- 
muting patrons in the form of a 25 per 
cent increase in commutation fares. 
Permission for this increase was granted 
by the Interstate Commerce Commission, 
which considered it warranted by the 
electrification of lines and the improved 
service rendered. Lackawanna’s pas- 
senger revenues represent more than 10 
per cent of the total, or nearly $7 millions. 
While this traffic has been affected to 
some extent by unemployment it has been 
less susceptible than other forms of 
revenue producing activities. Basing this 
increase on a $6 million passenger business 
it would represent an increase in operat- 
ing revenues of $1.5 million yearly. 
This added revenue would still be far 
short of dividend requirements and only 
faint hopes are held for the maintenance 
of the $2 dividend considering that coal 
traffic, which provides about one-quarter 
of total revenue, has fallen off sharply. 


The smaller Cuban producers are. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Sound Bonds ...... 25 
il.... Sound Preferreds ....25 
Hl. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


Eastman Kodak 4 a 


The ordinary contraction of earning power 
expected in Eastman Kodak last year 
was aggravated by a court decision in 
the past week requiring Eastman to pay 
$1.8 million to the Alien Property Cus- 
todian as dividends on stock held in the 
name of a German firm. A report issued 
by the president of the company during 
the week, referred to current operations 
only in directing attention to the increased 
activity in research and engineering de- 
velopment and the maintenance of ad- 
vertising and the sales force at normal 
levels to cope with changed business 
conditions. During the year Eastman 
formed a Tennessee company to manu- 
facture acetate yarn, which now con- 
stitutes the second major field of activity 
for the company aside from its photo- 
graphic line; the other field is chemical 
manufacture in the fields of nitro-cellulose 
and cellulose acetate. The company’s 
officials are facing the coming year with 
a greater degree of confidence because of 
the expanded lines. 


Firestone Tire 4 


With 20 per cent more tire mileage con- 
sumed than was sold in each of the past 
two years, this vacuum holds promise of 
increased replacement business for the 
tire makers in the coming year. To what 
extent this will be offset by price reduc- 
tions can not yet be determined, for this 
volume will depend to a large extent 
upon the new motor car sales. Firestone 
is not entirely resting its hopein thefuture, 
for it has reported net profits of $6 mil- 
lions for the year ending October 31 as 


compared with $1.5 million a year ago, 
or about one-quarter the amount. Mak- 
ing the best showing that Firestone has 


_ ever made in a year such as 1931, despite 


the fact that sales were down to $113.8 


millions as against $120 millions last year, 


speaks well for the dividends on its stocks. 
The preferred ‘‘A” issue is affording a 
yield of close to 12 per cent, and the 
common 7.2 per cent. 


Fox Film 4 


The advent of banking interests into Fox 
Film has not as yet produced the ex- 
pected results in this situation. The in- 
come account for the 39 weeks ended 
September 26, 1931, shows a reduction 
of $8.8 millions in revenues from all 
sources and, in spite of this, operating 
expenses showed an increase of $264,000, 
which was further aggravated by heavier 
amortization charges and reduced profits 
from subsidiaries. The axe needs to be 
sharpened in cutting into these expenses, 
something which even the leading pro- 
ducers are now willing to admit. The 
loss of $2.9 millions in the more recent 
period compares with a profit of $8.3 
millions in the same period of 1930. 


General Motors 4 “B” 


One of the largest automotive purchase 
orders ever recorded was received from 
the Terminal Cab Corporation by Gen- 
eral Motors during the week, and 
amounted to 1,000 taxicabs. Immediate 
delivery of 200 new cabs will be made 
from the Pontiac plant of General Motors 
in Michigan and this new equipment is 
to replace old cabs showing meter service 
of 100,000 miles and over. The keen 


' competitive conditions in the taxi field 
, have not restricted the amount of busi- 


ness received by the manufacturers from 
this source, for cruising cabs burn them- 
selves out at the same rate as when the 
clock is in operation. 


General Electric 4 “A” 


That General Electric will-have a place 

if the ultimate development of television 

appears a certainty. A peculiar angle to 

this development was recently shown in 

a demonstration at the company’s labo- 

ratories whereby television was carried 
(Please turn to page 26) 
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CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
mpared Composed 
With a With 
Year Ago Present 


Amusements ...... 
Automobile, Passengér D 
@ Automobile,Commercial B 
Aviation. . . 
GChemicals ........ .D 
QCoppers...........0 
QFarm, Equipment... . .B 


Norte: No change from last week. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future 
above or below horizontal (or neutral), 


be revised as warranted by developments. 


The left hand indicator shows by ite 


Current Future 
Earnings Earnings 
Compared m 
With a With 
Year Ago Present 


Electrical Equipment..P 
&Food Companies .... 
Leather and Shoes... . .B 
Machinery and Tools . 
Merchandisers. ..... 
GOffice Equipment ... 
QPublic Utilities... ...B 


arnin 

Compared 
With a With 
Year Ago Present 


Railroad Equipment. . .D 
Steel 
QTire and Rubber... . 

@ Seasonal trend. 


tations will 
current status 


pomtion 
of corporate earnings as compared with their respective positions one year ago he right hand indicator is a forecast of future ae using the 


present as a base. 


his indicator attempts to answer the question, how will Conditions in the near term future compare with the present 
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4 International 


Tel. & Tel.— 


By JAMES C. DE LONG 
+ 


Editorial Staff, 
Tue FINANCIAL WORLD 


Exchange Rates Hit Earnings 


RATHER drastic curtailment of 

earning power during the past 

two years has been the common 
experience of the great majority of 
American corporations whose interests 
lie chiefly outside this country. Few 
companies have succeeded in expanding 
their operating profits sufficiently to off- 
set the widespread declines in dollar 
exchange values of foreign currencies, 
and in instances where their business has 
proved susceptible to depression influ- 
ences, shrinkage in earning power has 
been particularly severe. In addition to 
assuming its full quota of losses from 
fluctuating exchange rates, International 
Telephone & Telegraph has borne the 
brunt of curtailed national and inter- 
national commerce of which the commu- 
nication business is an integral part. For 
the nine months ended September 30, 
1931, net income of this company de- 
clined to $6.5 millions, equal to $1.03 
per share of common as compared with 
$10.2 millions or $1.55 a share in the 
corresponding period of 1930, a shrinkage 
which compares extremely unfavorably 
with the moderate recession in earnings 
of domestic enterprises engaged in similar 
undertakings. To arrive at a clearer 
understanding of the causes for this 
decline, full knowledge must be had of 
the rather complex nature of the -com- 
pany’s business, the conditions under 
which it operates, and the policy of 
expansion which is being pursued. 


Foreign Expansion 


In a little more than a decade of 
progress, International Telephone & Tele- 
graph has followed the policy of estab- 
lishing itself as the dominant factor in 
the field of international electric com- 
munication. It has achieved its goal 
through the aggressive expansion of exist- 


ing facilities and acquisition of allied, 


enterprises in every section of the world. 
Its principal acquisitions have been the 
All America Cables, taken over in 1927, 
the Mackay Companies, acquired 
in the following year and, in June 
of last year, a substantial interest in 
the L. M. Ericsson Telephone 
controlled by Kreuger & Toll, was 
purehased. A measure of integra- 
tion has been obtained through the 
acquisition and development of the 
International Standard Electric 
Corporation, which is engaged in the 
manufacture of practically all elec- 
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trical equipment essential to wire and radio 
communication. The field of activity of 
the International system now embraces 
fifty-six countries of the world in its vari- 
ous services—domestic telegraph, national 
and international wire telephony, radio 
telegraphy and radio telephony and the 
manufacture of electrical communication 
equipment. 


Capital Structure Expanded 


As the result of extraordinary ex- 
penditures attending acquisition, assem- 
bling and the development of its various 
units, the company has been forced to 
expand capital structure somewhat more 
rapidly than immediate earning power 
appears to have warranted and present 
rather heavy fixed charges have operated 
to the disadvantage of common share- 
holders during the period of declining 
revenues. Although practically all com- 
panies engaged in this business have 
suffered from declining revenues during 
the past two years, those which have 
passed the formative stage of develop- 
ment and have succeeded in developing 
earnings commensurate with capital struc- 
ture, have been able to effect sweeping 
operating economies so that no more than 
a moderate shrinkage in net profits has 
been suffered. This has not been the 
ease with International, however. For 
the nine months ended September 30, 
1931, gross revenues showed a decline of 
about 10 per cent while net available for 
the common stock declined approxi- 
mately 37 per cent. 

World trade and commerce, which has 
fallen to the lowest level in the history 


of the company, is closely related to the 
type of service which the company has to 
offer with the result that the vast facilities 
for electric communication maintained 
are not being utilized to their fullest 
extent. These adverse conditions are 
likewise more pronounced in many coun- 
tries in which the company operates 
and it has accordingly shared the bur- 
den of depression to a somewhat greater 
extent than it would have if its interests 
were confined strictly to the domestic 
field. While political disturbances in 
many of these countries have been 
productive of no serious consequences 
as yet, they have tended to disrupt 
the normal flow. of revenues and have, 
in certain instances, hampered extension 
and improvement work. 

Another loss which the company has 
been called upon to absorb and one which 
is peculiar to American corporations 
operating abroad results from the de- 
preciation in foreign exchange. During 
the first nine months of 1931 the loss 
sustained by the company through the 
conversion of foreign currencies into 
U. 8S. dollars approximated $2 million 
and a further reserve of $1.9 million was 
set up from surplus during that period to 
cover ultimate losses on current assets in 
countries which went off the gold stand- 
ard. In view of the fact that national 
currencies of many countries are closely 
related to the prices of the principal 
commodities of those countries, the 
tendency toward commodity price stabil- 
ity within recent months leads to the 
hope that exchange losses will not be 
increased materially from this point 
forward. 


Financial Position Fair 


In January, 1930, the company had the 
good fortune and foresight to market 
$50 millions in debenture 5s, due 1955, 
and this new capital has enabled it to 
continue with expansion programs during 
the past two years while at the same time 
‘maintaining a satisfactory work- 
ing capital position. At the end of 
1930, the company reported total 
current assets of $109.5 millions 
against total current liabilities of 
$46.8 millions, leaving net working 
capital of $62.7 millions. The com- 
pany has published no balance 
sheet since that time but at the end 
of September, 1931, current posi- 
tion was fair, with a current ratio 
(Please turn to 
page 29) 
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NOTHER year is starting to un- 
fold itself. What it will record 

~ upon its unwritten ledger none can 
foresee, but it will be filled out by what our 
destiny has in store for us. All we may 
hope for is that the year’s march of events 
will pursue a different road of activity 
than the path of repeated disappoint- 
ments along which we wended our way 
throughout the year that has now come 


to an end. 
A 


We are but a small part of life. Like ants, 
we industriously build our sand hills only 
to see them crushed into nothing or swept 
away before our eyes by a greater power 
than we are and against which we can 
put up only a futile resistance. But like 
this persevering mite of existence, such 
casualties serve to fire our determination 
to start building anew for the future. 


E HAVE had presented to us in the 

past year, evidence of how much we 
are the creatures of fate. At the begin- 
ning of 1931 we saw many indications 
which led us to believe that business con- 
ditions were improving, but they were 
suddenly dissipated by the unexpected 
economic dislocation of Europe from 
whose severe repercussion it was impossi- 
ble for us to escape. — 


Had we been a self-contained people we 
might have avoided being caught in this 
eddy of disruption. But being the world’s 
largest creditor nation, the shock of those 
developments descended upon us with a 
crushing force. Directly involved in it 
were the $30 billions of our investors’ 
capital that had been loaned to Europe 
since the great war terminated. 


HROUGHOUT the age of man, his 
development has taught him several 


’ underlying ¢riteria by which he is able 


intelligently to chart his future. To cite 
and group them they include: that which 
is generally known, can be properly dealt 
with much more accurately than can 
uncertainties; the law of averages works 
in his favor, and finally, that he can 
shape his experience to fit into his scheme 
of progress. 
A 


What we do know, based on these funda- 
mental facts, is that the element of dis- 
counting the worst which is already known 
to us must have been largely completed 
unless the house that civilization has been 
constructing for centuries ts to be com- 
pletely altered and such a change is incon- 
ceivable because nothing more practicable 
has been suggested to take its place. 


YER” social experiment which has 
been advocated by Marxian dis- 
ciples of communism or anarchy and has 
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been put to the 
test, has proven 
inglorious 
failure and will 
continue to fail 
as long as human nature demands a re- 
ward for merit. It is out of this seed that 
the capitalistic system has gathered its 
enduring strength. If it is to be altered 
it will not be in the root of the system but 
through the elimination of abuses which 
have crept into it. 


A 


That being a known and accepted fact 
then we can reasonably assume that Europe, 
now determinedly facing its stern realities, 
will proceed to set its house in order. The 
reconstruction may be a slow process but 
as long as it pursues a constructive channel. 
it should add towards making the new year 
better for the world at large than was the 
preceding year. 


A 


E ALSO know that values of all 

character have been demolished to 
an abnormal extent. That condition 
requires no other corroboration than to 
compare them with what they were worth 
long before the country emerged from its 
swaddling clothes and became a world 
power in financial strength. In many 
instances present values are below those 
existent more than a half century ago. 


If the law of averages is applied to this 
extreme abnormality the only inference which 
could be drawn from it is that a base has 
been laid upon which many sound fortunes 
will be built in the future as a result of the 
extremely low prices. Not in several gen- 
erations has there made its appearance 
such an unusual period of undervaluation 
than is now presented. 


A 


T NEEDS but the slightest turn in 
earnings by industry to turn this 
calculation into an actual fact. It needs 
only to turn into confidence and hope 
the fears and doubts which have been the 
cause of our depression to start up the 
machinery of our activities. |§ These 
changes may not be seen in the immedi- 
ate future, but if human nature is any 
guide to an inevitable end it cannot stand 
still in hopeless despair; it will take a firm 
grip on itself and energetically start to 
repair the damages it has sustained. 


With all the elements of nature now favor- 
ing us, what better time can there be than 
the one in which we are to start planning 
for our future by the courageous applica- 
tion of our energies, capabilities and re- 
sources. By applying the gifts with which 
mankind has been endowed, tt will not be 
long before we enter the recuperative stage 
and from there it is but a step to another 


period of prosperity. 


Bonds 
for Investment 


In our complete list of offerings, 
private investors and financial in- 
stitutions will find bonds suitable 
for practically every investment 
requirement. 


This extensive list includes bonds 
widely diversified as to type, ma- 
turity and other investment con- 
siderations, and at varying yields. 


We shall be glad to supply copies 
of this list upon request. 


Chase Harris Forbes 
Corporation 

The Chase National Bank Building 

60 Cedar Street, New York 


Uptown Office 
Madison Avenue at 4ist Street _ 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 230 Park Ave. 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


Odd Lots 


If you wish to buy certain se- 
curities and haven’t sufficient 
cash for a hundred shares—buy 
Odd Lots. 


By this method of stock pur- 
chasing you can buy as many 
shares—or 
you desire. 


Many advantages of trading in 


Odd, Lots are explained in an 
interesting booklet. 


as few shares—as 


Ask for F. W. 507 


100 Share Lots 


John Muir&@ 


New York. Slock 
39 Broadway New York 


Braneh Offices 
11 W. 42d St. 41 E. 42d St. 
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4 Lehigh Coal 


& Navigation — 


Corporate Evolution. 


the anthracite coal business, Le- 
high Coal & Navigation Company 
through the years has considerably 
broadened its activities, and while it is 


()) antic formed to engage in 


still one of the largest anthracite pro-— 


ducers in the United States, revenues in 
recent years have been derived almost 
entirely from other sources. As the result 
of the evolution of its operations the 
present title of the company is somewhat 
misleading as its greater activities and 
investments lie in fields outside of coal 
mining and canal navigation. In March 
of 1930 the important coal properties, 
formerly owned in fee, were transferred 
to a subsidiary, Lehigh Navigation Coal 
Company, in exchange for all of the stock 
of the latter, and Lehigh Coal & Naviga- 
tion Company has attained the status of 
an important holding company with 
extensive and valuable railroad and 
power holdings as well as water resources 
and water rights. Interests are now 
divided into three distinct categories, 
coal, navigation and investment holdings 
(railroad and power interests). 


Coal Operations Segregated 


The transfer of coal properties to a 
subsidiary resulted in eliminating their 
financial results from those of the parent 
company and as the coal company pays no 
dividends it is not represented in the in- 
come statement of the parent company, 
which does not report on a consolidated 
basis. The extensive coal lands are 
estimated to contain more than 500 
million tons of anthracite coal and have 
a productive capacity of 4 million tons 
per annum. Fluctuations in the parent 
company’s net income before the forma- 
tion of the present subsidiary were ac- 
eounted for by the irregular results re- 
ported from coal operations as a result of 
prevailing unsatisfactory conditions in 
the anthracite industry dur- 


AAA 


Over along period of time Lehigh Coal 
& Navigation has acquired possession of 
valuable waterways and riparian rights 
for the purpose of facilitating operations 
of its coal business. Among these is the 
Lehigh Canal, about 46 miles long, and 
the Delaware Division Canal, which is 
leased, following the course of the Lehigh 
River to the Delaware and thence to 
Philadelphia. Use of the canals owned 
and leased by Lehigh Navigation as fur- 
nishing a right of way to bring a supply of 
pure water from the mountains in upper 
Pennsylvania to the City of Philadelphia 
has been discussed as a probable future 
solution of the latter’s water problem. 
Navigation operations in recent years 
have been unprofitable and during 1931 
a plan was consummated to transfer the 
major portion of the Delaware division 
Canal to the State of Pennsylvania, thus 
relieving the company of maintaining 
transportation on the canal in the future. 
It is expected that savings of approxi- 
mately $50,000 annually will be effected 
as a result of this transfer. The com- 
pany, however, retains its water rights 
in the canal. Utilization of the com- 
pany’s present power rights as well as 
new power sites which might be created 
by impounding the waters on land owned 
by the company are regarded as possibil- 
ities of the future with the anticipated 
expansion in demand for power in the 
coming years. 


National Power Holdings 


Lehigh Navigation’s present interest in 
the power business arises through its 
ownership of 700,000 shares; (about 13 
per cent) of the outstanding common 
stock of National Power & Light Com- 
pany. Its interest in the electric power 
and light industry through the holding 
of the latter shares came about naturally. 
Lehigh Navigation entered the power 


ing recent years. From net 
profits of approximately $2 
millions in 1926, results from 
coal operations dropped to a 
deficit of $450,000 in 1930. 
During the past year the 
management devoted consid- 
erable effort toward improv- 
ing operating results of the 
coal subsidiary. The unsea- 
sonable weather in the last 
three months, however, hes 
acted as a retarding factor on 
the demand for coal which 
necessitated reduced opera- 
tions at the mines to prevent 
accumulation of excessive 
stocks. Although coal sales 
this year have been lower 
than 1930 the return per ton 
has been greater as a resuit 
of the economies of operation. 
n more normal periods these 
improvements should be more 
fully reflected in results. 


16 


By RALPH E. BACH 
+ 


Editorial Staff, 
Tue Financia, Worip 


business in 1913 through a subsidiary 
formed for the purpose of developing 
electrical energy at the mouth of its coal 
mines by utilizing the small non-com- 
mercial sizes of coal. It later sold its 
stock in this subsidiary to Lehigh Power 
Securities Corporation for cash and 
shares of the latter company which were 
subsequently exchanged for the stock of 
National Power & Light. The return 
from this investment in 1931 was un- 
changed from that of 1930 as dividends 
on the stock of National Power & Light 
have been continued on a $1 annual basis. 
This investment is carried on the books 
at around $2.8 million. Even at current 
deflated market levels this investment is 
worth in excess of $9 millions. If the 
company has been as conservative in 
valuing its other assets, it is conceivable 
that book value of the stock may be 
considerably more than the $29.89 a 

share revealed by the balance sheet at 
the close of 1930. 


Important Rail Interests 


Railroad rentals in recent years have 
been the most important contributors 
to total earnings. Lehigh & Susquehanna § 
Railroad is owned outright and is leased 7 
for a long term of years to the Central 
Railroad of N. J. at an annual rental 
amounting to $2.2 millions. In addition, 
the company controls Lehigh & New 
England Railroad and has a 20 per cent 
interest in the Lehigh & Hudson. These 
three railroads are strategically located 
with respect to Eastern consolidation 
plans. Lehigh & New England Railroad 
is one of the three principal gateways 
to New England. Under the I. C. C, 
consolidation plan the latter road is as- 
signed to the New York, New Haven & 
Hartford group while under the pro- 
posed four-system plan it would be 
shared by Pennsylvania, New York 
Central, Baltimore & Ohio 
and Chesapeake & Ohio. 

At the close of 1930 a con- 
solidated balance sheet was 
published for the first time, 
revealing current assets of 
$13.9 millions with cash of 
$3 millions and accounts re- 
ceivable of $5.5 millions 
against current liabilities of 
$5.2 millions, leaving net 
working capital of $8.7 mil- 
lions. Coal lands, mining 
and marketing properties 
were valued at $45 millions 
based on 1913 appraisal. 
Railway assets were carried 
at $40 millions although in- 
dicated net income from 
Lehigh & Susquehanna and 
the important strategic posi- 
tion of Lehigh & New Eng- 
land as a gateway to New 
England territory would seem 
to indicate that this valua- 

(Please turn to page 27) 
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JOHN HANCOCK SERIES 


“For the defense of American Liberty” 


&. reads the Commission issued by 
the Continental Congress to George Washington, dated June 19, 1775, and 
signed by John Hancock, President. 


Next to the Declaration of Independence, this Commission is the most 
important document bearing the famous John Hancock signature. 


The Commission itself, creased and worn, probably from being carried on 
General Washington’s person through his campaigns, is now preserved in the 
Library of Congress with other great historic documents. 


A facsimile of the Washington Commission (814” x 1514”, suitable for 
framing) has been made by this Company from the original, and may be 
obtained by individuals and organizations signing and mailing the coupon. 
below. 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


*This sketch, drawn by Griswold Tyng, is of a younger Washington than the more familiar 
conceptions of the Great General and shows him at the height of his military career. 


Joun Hancock Inquiry Bureau, 197 Clarendon St., Boston, Mass. 
Please send me your facsimile of the Washington Commission, I enclose 4 cents to cover postage. 


Name 


Address 


OVER SIXTY-EIGHT YEARS IN BUSINESS 
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Twisted by tempest, scarred by sand, these : 
4 trees live on through the ages—an inspira-. a D 


tion to ambitious and dauntless Americans. 
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Public 
Utility 
Notes 


rather drastic deflation of utility 

security prices which has recently 
taken place, the opinion has been ad- 
vanced that greatly curtailed earnings are 
in prospect for these companies due to 
rate reductions which will be forced upon 
them as a consequence of the general 
decline in the costs of living. It is argued 


[- AN attempt to find cause for the 


_with some force that the precipitant de- 


cline in the costs of nearly all prime 
necessities during the last two years has 
thrown costs of electricity to the domestic 
consumer out of line with actual condi- 
tions and that due to cheaper costs of 
raw material, the utilities are. reaping 
tremendous profits by their failure to pass 
this benefit along to the ultimate con- 
sumer. This, of course, is easily disproved 
by utility earnings statements which, 
with very few exceptions, show substan- 
tial declines from pre-depression levels. 
Were rate reductions placed into effect on 
a scale proportionate with the decline in 
costs of living during the past two years, 
it would obviously work considerable 
hardship upon the utility companies, but 
there appears little prospect of such a 
development, due to the fact that those 
conditions which determine rate schedules 
would not appear to justify any material 
reduction at the present time. 


AAA 


Utility rates are not subject to the same 
set of influences which determine com- 
modity price trends. Rate schedules in 
the final analysis are fixed by costs of 
production and distribution and demand 
factors, and are usually established at a 
figure which will permit the companies to 
realize a fair rate of return on capital 
investment. These factors have been 
subjected to little change during the past 
two years. Economies which have re- 
sulted from lower costs of raw materials 
have been more than offset by the in- 
creases in costs of capital to all but a very 
few utility enterprises. During this period 
the industry has reduced its working force 
by no more than 3 per cent while the utility 
payroll has been reduced by only 2.4 per 
cent. Costs of production have been in- 
creased during this period through the cur- 


‘tailment of demand for power by industry. 


Loss of plant efficiency has resulted from 
lessened consumption of power by this 


. class of consumers, as takings of power 


from this source usually occur during off 
peak hours and the greatly reduced re- 
quirements have resulted in idle plant 
and equipment during the greater portion 
of each working day. 


AAA 


Furthermore, utility rates did not share 
in the tremendous inflation which took 
place during the past several years. Costs 
of living are still somewhat above pre- 
war levels and appear likely to remain so, 
whereas costs of electric current to the 
domestic consumer have declined by 
about one-third since 1914. In that year 
domestic current averaged 8.65 cents per 
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are ready 


‘The Bell System is ready for 
the faster turning of business 
wheels. 

Today it is reaffirming confi- 
dence in the future. It is spending 
large sums every working day 
for plant additions and improve- 
ments. 

Its construction and improve- 
ment program is always going 
on. The Bell System intends to 


miss no sales because it is “‘out 
of stock’’. This policy of pre- 
paredness contributes to the 
nation-wide telephone habit. 
The American Telephone and 
Telegraph Company has a record 
of paying dividends without in- 
terruption, through more than 
50 years. 
May we send you a copy of our 
booklet “Some Financial Facts’ ? 


BELL TELEPHONE 


SECURITIES CO. Inc. 
195 Broadway, New York City 


kilowatt hour with an average domestic 
consumption of 268 kilowatt hours annu- 


ally; in 1930 consumption had grown to - 


548 kilowatt-hours and -the rate had fallen 


to 6.02 cents and is. considerably below. 


this figure at the present ‘time. This has 
been accomplished in the face'of increases 
in the last 20 years of ‘about.85. per: cent 
in coal prices, 100:per cent in wages, 186 
per cent in taxes and a decrease of about 
5 per cent in working hours. 


a 


In the of niility rate 
schedules the costs of reproduction theory 
is usually followed and as.a result of de- 
clining costs of raw materials and realty 


values it has been :argued . that .a: con-. 


siderably lower valuation should. be placed 
upon utility physical assets than pres- 


ently exists. While it is probable that 
electric plant and equipment in the 
United States could be reproduced at a 
figure somewhat below the $13 billions at 
which it-is presently appraised at, it 
would appear to be as unfair to establish 
a rate base at present sub-normal levels 
as in 1929 when fair value based on the 
then prevailing price levels was consider- 
ably in-excess of that employed for rate- 
making purposes. 


The: year of 1932 wil likely 
witness .a.continuation of the secular 
downtrend in utility rates to domestic 
consumers but there appears little possi- 
‘bility of any drastic reductions which 
might greatly curtail earnings of these 
companies or place in jeopardy invest- 
ments in their securities. 
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WALL 
STREET 
CHATTER 


By a Customers’ Man 


Differ Over 1932 
Prospects 


Taz debate concerning what 1932 will 
bring in the way of prosperity or continua- 
tion of the depression, is in full swing in 
Wall Street commission houses and 
among bankers. There is a wide di- 
vergence of opinion and confusion of 
sentiment. The old year closed in a 
manner quite in keeping with the mixed 
views. But as expressed by the old say- 
ing: ‘‘ Hope springs eternal in the human 
breast,’ and if I may endeavor to in- 
terpret sentiment, I would say that 
perhaps the majority of bankers and 
speculators are hopeful that the country 
has seen the worst of the cruel and 
gruelling downswing, in both business and 
securities, which was the major feature 
of the-year just closed. . 


‘Much Repair 
Work Needed 


Many fences are down. By that I 
mean that forces are still at work which 
admit of a bearish interpretation. The 
most difficult features confronting the 
country are the vast army of unemployed, 
small profits accruing to most industries 
and, in some instances, considerable 
losses, and skepticism with respect to 
governmental and capitalistic efforts to 
bring the country back to sound and 
stable basic conditions. Afid yet, I feel 
much as does an old friend of twenty 
years’ standing who sent me a Christmas 
ecard on which he wrote: ‘“‘We have 
reached the depths; now watch us all 
climb.” Certainly this is a,cheering and 
heartening sentiment in which all nor- 
mally minded individuals may join in 
heartily commending. Even those still 
pessimistically inclined for the greater 
part of 1931 have paused and are finding 
a ray of sunshine here and there. They 
are beginning to subscribe to the views 
of those who are gaining renewed courage 
and feel that only the loose ends of the 
depression are matters for repair, and 
that fundamentals have not broken 
down. The mistakes of the past are fully 
known and appreciated and the year 
1932 will, we all may truly hope, be one 
for repair and upbuilding. Those who 
have suffered most have borne their ills 
and the misfortunes which have come to 
them with a bravery and courage quite 
heartening to the observer of the whole 
seene. It is in this mood which the 
country will apply itself to the tasks 
ahead, which, while formidable, are not 
insurmountable. 


Big Pool Takes 
Profits Quickly 


Tas banking interests which interposed 
a substantial measure of support to the 
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EXCHARG' 


stock market during the week before 
Christmas, did not take hold, as they did 
during the crisis of 1929, for a “‘long 
pull.” In the first place, there was not 
the same dire necessity for intervention 
as existed two years ago, and it required 
a much smaller amount of buying, rela- 
tively, to bring a corrective. In addition, 
it was patent to the pool that it was 
only an overcrowded line of bears they 
had to sell to and, consequently, when 
the bears began to bid for stocks, the 
pool let them have them. Outside in- 
terest in buying also was not large, owing 
to the nearness of the holiday season. 
Nor was the news bearing on stocks very 


inspiring. Hence the short period of the 
rally. 


Considerable Bearishness 
Still Exists 


On THE morning of Monday, December 
21, 1 was surprised to have an old 
customer come in and promptly give an 
order to sell Pennsylvania railroad short 
at 21. The account was in a liquid 
state and the customer was in a gloomy 
mood, as he stated that he had lost his 
job and believed stocks were still a sale. 
I pointed out to him that Pennsylvania 
was then but four points above its low 
price of the year and that he would be 
taking considerable risk in selling it 
short at 21. ‘‘Oh, I only want to make 
a point,” he said. He sold only 100 
shares at 21 and, sure enough, he was 


right before the day was over, as he 


bought the stock in at 1934 before the 
close. ‘‘There,”’ he said, as he donned 
his overcoat, preparatory to leaving, 
“I’ve made my week’s salary and a little 
more on that one trade and am satisfied. 
I'll make one trade a week from now on 
and expect to make as much as my old 
job paid me.” Well, he was back again 
the next day, making a point here and 
there on both the long and short side 
and that is just what a great many 
others are doing—trying for a point, but 
with varying success, depending on their 
vigilance,‘ judgment and knowledge of 
market conditions, which remain still un- 
certain. The tone of sentiment is better 
and that means a lot in these times. 


Huge Transfers 
of Stock 


For the first time in many months a 
number of Wall Street firms which had 
adopted the policy of laying off some of 
their working staff one week in four, 
rather than let some men go altogether, 
have had to call on their transfer depart- 
ment clerks to work full time, so great 
has been the rush of margin operators to 
pay for their stocks in full and have them 
transferred into their own names. Most 
of these shares are of the low priced 


variety, for which the owners paid higher 
prices. They have become involuntary 
investors, and will probably have to 
hold their stocks a considerable period 
before realizing a profit. Another in- 
teresting feature of the stock market is 
that many persons who were formerly 
heavy speculators and carried more stock 
than they could afford, have some time 
since quit the market altogether, whereas 
the smaller operators are still able to take 
care of what they bought. 


Stock Market 
**Moratorium”’ 


corporations which ex- 
panded stock issues during the boom 
period, could, if they had the necessary 
cash, retire vast amounts of their common 
stocks for almost nothing. Abitibi Power, 
which sold at nearly $60 a share in 1929, 
could be bought in around $2 a share. 
It sold as high as 85 in 1928. All the 
common stock of Advance Rumely, once 
a popular trading issue, especially with 
those familiar with its manufacture of 
farm machinery, could be bought for 
less than $500,000 at present market 
prices, which are next to nothing; the 
stock sold in 1928 as high as 65. Then 
there is the case of Warner Bros., re- 
presenting one of the best known com- 
panies in the moving picture industry. 
There are more than 3.7 million common 
shares listed, but they are, and have 
been for some time, quoted only a little 
above $2 a share. When the boom in 
stocks was on, Warner was in the van, 
as it was the pioneer in the talkies and 
many jumps ahead of its rivals. The 
old stock sold as high as $138 a share in 
1928, but the company issued large 
amounts of notes and was a heavy bank 
borrower and when the panic came it 
found itself overextended. Fox Film has 
about the same sort of financial history— 
expansion and collapse. Radio-Keith- 
Orpheum and General Theatres Equip- 
ment are even more striking examples, as 
issues of both common stocks of these 
companies can be bought at $1 or less 
per share. R.-K.-O. is in process of re- 
organization, and shareholders feel that 
something like a moratorium has been 
declared against them, with the stock al- 
most wiped out in its shrinkage. 


A Forced 
Sale List 


I COULD go on almost indefinitely citing 
examples akin to the above. The other 
day I went over the list of low priced 
stocks on the New York Stock Exchange 
and found upwards of sixty selling below 
$2 a share, whereas in former periods the 
public and professionals had eagerly 
bought them at ten to thirty times their 
present levels. Many of those among the 
sixty or more are quoted under $1. The 
too sanguine expectations as to the future 
earnings, a recklessness of increase in 
capital stock, so characteristic of the 
hectic period of the boom, when even 
usually well poised financiers seem to have 
lost their heads and inspired the then 
preyalent craze for common stocks, even 
in preference to bonds, are some of the 
causes of the over ipitalization and the 
subsequent collapse in both shares and 
earnings applicable to them. 


New England Sells 
Telephone Shares 
For some time there has been a steady 
stream of liquidation in American Tele- 
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phone & Telegraph stock, and now it is 
learned that a great deal of this selling 
has been coming from New England, es- 
pecially Boston, in which city the tele- 
phone was first brought to the attention 
of a then skeptical world by Alexander 
Graham Bell. Recent bank troubles in 
Boston and other New England cities 
also contributed to the selling of this 
widely distributed stock, which had been 
held as gilt edged collateral by the banks 
on loans. Hundreds of people in New 
England who have retired on account 
of age, are dependent for their living on 
the income from this stock, and it is my 
judgment that they will continue to 
receive the same dividends they have 
been accustomed to obtain in the last 
several years. 


Wager European War Debt 
Payments to Us Are Ended 


A FEW wagers are being made in Wall 


Street among professional operators at 
even money that the United States has 
received the last dollar of the twelve 
billion dollars or so still owing to us, as a 
government, and that the one year 
moratorium officially granted to the 
various countries which are indebted to 
us is but the forerunner of later an- 
nouncements of complete debt repudia- 
tion. There was a big howl when Presi- 
dent Hoover announced that he had 
negotiated a postponement, but Congress 
has since O.K.’d the agreement. Follow- 
ing that action, we now hear propaganda 
or forecasts asserting that the mora- 
torium must be extended to three years 
to effect any good and lead to Europe’s 
economic recovery. It is expected that 
by thus advancing repeated proposals 
for further extensions of the moratorium, 
public sentiment will at last be pur- 
suaded to acquiesce in a complete wiping 
out of the debts. 


New York’s ‘Trenton Problems Near 
Solution 


FTER nearly ten years of labor, New 
York City’s Transit Commission 
has at last formulated and made public 


an official plan for unification of the rapid — 


transit properties of the city. This plan, 
which may prove unworkable and at 
best can only be considered as a basis for 
negotiations, calls for acquisition of the 
properties of the Brooklyn-Manhattan 
Transit and the Interborough Rapid 
Transit at a cost of $474.5 millions. This 
price is somewhat lower than that sug- 
gested by the much publicized Unter- 
myer Plan, now repudiated by its 
author, and compares with the legal 
maximum of $503.5 millions determined 
by the Commission’s accountants some 
months ago. , 

In effect, the plan suggests payment to 
the companies in the form of Board of 
Transit Control 444 per cent bonds, 
totaling $406.9 millions, and the assump- 
tion of $67.5 millions in underlying bonds, 
consisting of $45.1 millions of Manhattan 
Elevated 4s, $15.9 millions Brooklyn 
Union Elevated 5s and $6.4 millions Kings 
County Elevated 4s. Of total amount, 
$265 millions would be paid to the I.R.T. 
and Manhattan Elevated and $209.5 
millions to the B.M.T., distribution 
among the various security holders having 
been left up to the companies themselves. 
The various properties would be operated 
on a unified basis but separate accounting 
systems used. In an effort to strengthen 
the position of the Board of Transit 
Control bonds, it is suggested that if the 
income of the unified properties is not 
sufficient to cover fixed charges, the city 
should sell corporate stock and retire 
a sufficiently large amount of bonds to 
bring interest and sinking fund require- 
ments in line with income. If this pro- 
vision is carried out it would appear to 
make the Board of Transit Control bonds 
guaranteed obligations of the city, al- 
though there is serious question as to 
whether the city can legally pledge its 
credit in this manner. 

Public hearings are scheduled to begin 
around March 1, 1932, and although it 
is believed that the final plan agreed 
upon by all interested parties will not 
differ in great detail from the tentative 
proposal as set forth, it appears likely 
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that considerable opposition to the plan 
in its present form will be forthcoming. 
Aside from the question of the Board of 
Transit Control’s legal right to pledge 
the city’s good faith under the proposed 
arrangement, the Board of Estimate has 
indicated its opposition to sale of cor- 
porate stock and certain interests have 
pointed out that even the scaled down 
offer of $474.5 millions is still too high 
to pay for the properties. The plan in 
its present form is likely to prove unac- 
ceptable to the companies in that no 
preference has been established among the 
various issues as to revenues. Bond- 
holders of both companies are now in a 
preferred position with reference to the 
preferred and common stocks and they 
are likely to demand that this position 
be maintained under any new arrange- 
ment. Likewise, some holders of bonds 
bearing 5 to 6 per cent interest may object 
to accepting a like amount of Board of 
Transit Control 414s, due to the loss of 
income involved. 

While all of these considerations must 
be dealt with before complete unification 
is accomplished, there appears to be a 
desire for early agreement, both on the 
city’s part and that of the companies. 
The new Eighth Avenue subway will be 
ready for operation about April 1 and in 
view of City Hall’s aversion to municipal 
operation of this line and its desire to 
place it under control and operation of 
a public agency such as is provided by 
the Unification Plan, some concessions 
may be granted by the city on the grounds 
of political expediency. The companies 
likewise are in no position to foster a long 
drawn out contest as both B.M.T. and 
I.R.T. have substantial maturities during 
the present year which are provided for 
under the present Plan. Allocation of 
Board of Transit Control bonds to pre- 
ferred and common stockholders under 
the present Plan has been left up to the 
companies themselves. While it appears 
likely that a substantial amount will 
remain for these issues after provision 
has been made for the senior securities, 
appraisal of values of the issues is likely 
to be determined in large measure by 
market valuations at the time of pre- 
sentation of companies’ claims. 


IS ANOTHER CRASH 
IN STOCKS COMING? 


ANY observers assert that the stock market 

has not yet reached bottom—that much 
lower prices are in prospect—that all stocks should 
be avoided. 

Other authorities claim that the bottom has been 
reached—that certain select stocks should now be 
bought with confidence—that higher prices will 
soon prevail. 

Who is right? Will the next important move be 
up or down? Should stocks now be bought in 
anticipation of substantial profits or should they 
be left entirely alone? 

These are vital questions. You should know the 
answers if you expect to make money. Investors 
Research Bureau, a recognized authority, has just 
published important stock market Bulletins which 
clearly reveal the probable future course of busi- 
ness and security prices. Copies of these valuable 
Bulletins will be sent to you without cost or 
obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 308, Chimes Bldg., Syracuse, New York 


Large or Small Orders 
executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 

{10 share orders accepted on margin} 


Helpful booklet K9 on Trading 
Methods sent free on 


& (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 
52 Broadway New York 


9 BARGAINS 
FOR ONLY $500? 


SEND FOR FREE BULLETIN FWJ-2 


AMERICAN INSTITUTE OF FINANCE 


260 Tremont Street, Boston, Mass. 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
150 B’way, N. Y. Tel. REctor 2-3000 
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CULLED FROM EVERYWHERE 


Credit 

Pools 

Urged 
Wiaues confidence is being battered by 
the forces of deflation there can be no 
more effective counter agency to with- 
stand and overcome its ravages than the 
organization of credit pools vested with 
sufficient mobility to strengthen the weak 
spots. This sound principle underlies 
the various recommendations made to 
Congress by President Hoover and the 
Interstate Commerce Commission also 
held this view when it authorized an in- 
crease in freight rates provided the rail- 
roads would use these revenues to help 
the weaker lines to meet their bond 
interest. 

The National Credit Corporation was 
organized to carry out that policy and 
in a larger degree the proposed recon- 
struction board aims to render financial 
aid to industry when and where it would 
be most effective. All that confidence 
needs to reassert itself is the knowledge 
that constructive plans are in operation 
by powerful financial agencies to coor- 
dinate constructive forces of. in- 
dustry; then the public will cast aside 
its fears of impending disaster. What the 
Government can do in a broader and 
larger field in mobilizing the nation’s 
credit and resources can be emulated in 
a smaller and more intimate circle by 
private enterprise. 

For example, in many communities 
hysterical bank runs could be halted if the 
important depositors would get together 
and guarantee the solvency of their 
institutions (after being assured of their 
soundness) for depositors would not 
draw out their money once they would 
be assured of its safety. 

All that the formation of a credit pool 
implies is the unison of self interest in 
the protection of property when it is 
assailed by fear and panic, and there is 
no other human agency which can re- 
place it in such critical emergencies. 


Capital- 
Gain 
Tax 


Snovt it so happen in the matter of 
tax proposals, that Congress eliminates 
the levy exacted on capital gains or 
permits no deduction of losses as is now 
done, and makes this feature retroactive 
to include the tax returns for 1931, such 
action would fall with a heavy hand upon 
a great mass of investors who have taken 
advantage of their privilege to reduce 
their tax payments for 1932 by sub- 
tracting the losses sustained through the 
severe decline in security values. Sales 
for such purposes this year have been 
the largest in the history of the security 
markets. During the year the drop in 
values has averaged around 50 per cent 
and in many circumstances the decline 
has been substantial enough to wipe out 
all tax payments. 

A vigorous protest would be hurled at 
Congress from all sections of the country 
were this action contemplated. The 
objection would be justified, for this right 
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had been granted and to take it.away 
without sufficient notice would be con- 
sidered unfair and confiscatory. Aside 
from this legitimate protest, the capital 
gains tax could well be abandoned in 
future years for it is unsound in prin- 
ciple and operates against the Govern- 
ment. Had it not been for that tax fea- 
ture, the speculative boom of 1929 could 
never have attained its wild proportions 
for there were many people who could 
not foree themselves to cash their profits 
when they were large because they did 
not want to pay Uncle Sam his large 
proportions. On the other hand, when 
losses are sustained the taxpayer is only 
too willing to share them with the 
Government. 


By its failure to anticipate the severity 
of the economic depression the Young 
Plan, fixing the conditions of Germany’s 
reparation payments, has failed and the 
nations that are a party to it must soon 
meet again to work out a plan to con- 
form to present conditions. This was the 
finding of the committee of world’s bank 
experts who convened at Basle to in- 
vestigate the critical situation and report 
their conclusions. The character of their 
report was not unexpected, but had been 
generally anticipated because of recent 
developments in the Reich. Germany 
finds herself in no position to continue to 
pay reparations without inviting national 
bankruptcy, and would have announced 
her inability under the Young Plan even 
if the committee had not suggested a 
revision in its terms. 

No matter who is involved in a debt, 
its repayment depends upon the capacity 
of the debtor to pay and in his ability 
to earn it; no force that can be applied 
could alter these circumstances if there 
are no realizable assets to seize. Were 


John D. Rockefeller, Sr. 
As a Prophet 
of Prosperity’s Return 


Te THE ranks of the forecasters is 
added the name of John D. Rocke- 
feller, Sr. In a nationwide holiday 
message he offered the following predic- 
tion: 


‘“We’ve reached the peak of the de- 
pression. Things will now get better. I 
see nothing more to worry about. Every- 
thing possible is being done to promote 
prosperity, and I think it is about to 
arrive.” 

If only a fraction of the success at- 
tained by Mr. Rockefeller in the oil 
business attaches to his prophecy, we 
may expect an early return of satisfactory 
business conditions. 


France to take the position of sending an 
army into Germany to force repayment 
beyond the capacity of the German 
people to meet, before she ended with her 
experiment she would find the cost much 
greater than the debt involved. 

The politicians who will meet to decide 
the reparation problem must face it with 
the stern realization that it should not 
be made the football of national ambitions 
for such an attitude would only accentu- 
ate the chaos that has grown out of it. 
As the Basle committee points out, it 
should be treated as an economic situa- 
tion of the gravest importance whose 
permanent solution is concentrated in 
the capacity to pay accompanied by the 
easiest terms. 


Gold 
Still 
Lures 


Tus question: ‘‘What is to become! of 
the gold standard”’ is a popular theme of 
discussion and rivals in importance the 
talk of reparations. You can not mingle 
among a group of men, in the clubs|or 
other places where they gather, withqut 
this topic being uppermost in their minds. 
“What country is going to slide off this 
base of stability next?” is a guessing con- 
test that is frequently indulged in when 
views are interchanged about the future 
of gold. Yet gold continues to lure all 
those seeking the highest grade of security 
notwithstanding the exodus of a large 
number of countries from its control as 
a stabilizer of currency values, and the 
general threat of others abandoning it. 

But this love for gold is almost as old 
as the human race, which explains the 
reason why it is so eagerly sought after 
even when it is under a cloud and this 
inherent acceptance of the yellow metal 
as the highest form of security for wealth 
inclines a person to feel reassured that 
the allegiance of nations will return to it 
as soon as international credit is read- 
justed. Detach gold from its monetary 
uses and it would take its place among 
the other commodities and be subject to 
their erratic price fluctuations. No 
longer used as a coinage standard, its 
remaining use would be confined largely 
to ornaments and jewelry, and there is 
not enough demand for such articles to 
absorb the gold bullion now stored up 
by the nations of the world to protect 
their currency. Were the world per- 
manently to drop gold as its standard of 
unvarying wealth, hoarders of the metal 
would be defeated in their object of 
securing themselves against depreciation 
of their fortunes, 


Our 
Shelves 
Denuded 


A: No time in the past two decades 
has the country found itself in such an 
under inventoried state as it is now in 
manufactured goods entering into the 
daily necessities of human life. The 
shelves of merchants are almost denuded 
of merchandise, a condition that has 
been brought about by the prolonged 
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policy of hand to mouth buying. The 
existence of this situation needs but the 
simple explanation that purchasing power 
has been at a low ebb. Yet this con- 
dition can not remain a permanent one. 

Men need clothes, cars require replace- 
ment, and the human body can not exist 
without food. It is from this source 
that many economists believe the first 
definite signs of industrial recovery will 
emerge, and recovery will derive its 
greatest impetus when hoarding ceases, 
and the several billion dollars now 
temporarily locked up in insolvent banks 
are released. 

The recrudescence of buying which 
would set in with the lifting of those two 
handicaps would find merchants in the 
position of having to replenish their 
shelves and manufacturers would have 
to resume activity to supply the demand, 
for they too have been operating on the 
scant basis of meeting day to day orders. 
A small mill in New York State has al- 
ready had such an experience. After 
operating for'months on the most limited 
scale, hurried orders were received which 
compelled it to work night and day with 
a full shift for more than a month in 
order to complete them on time. What 
happened there in that isolated case 
could expand all over the country just 
as suddenly if pent up and repressed pur- 
chasing power were suddenly released. 


Spread 
None tov 
Large 
W irnovr entering into the wisdom 
displayed by our international bankers in 
financing foreign loans, comment can be 
made with propriety about the com- 
missions charged in handling such financ- 
ing. Some of the newspapers have head- 
lined these charges as if they were ex- 
cessive and Senator Hiram Johnson, in 
whose heart international bankers do 
not occupy a warm spot, points to them 
as a vindication of his critical attitude 
of their operations. But the evidence so 
far produced fails to prove that the 
banker’s profits from these loans were 
any greater than what is derived from 
domestic financing. 

The commission spread ranges around 
six per cent and in certain loans which 
did not require the risk and expense of 
flotation which other loans involved, the 
spread was even less. These spreads 
when distributed over the years which 
the loan itself covers, represents only a 
nominal percentage to the investor. An 
individual borrower would have to pay 
as much, if not more, to get a loan 
and to the lender it would be absorbed 
by the time the obligation would fall 
due. 

One reason why the spread in foreign 
loans remained nominal was that they 
were actively sought after when they 
were popular with our investors, and this 
keen competition enabled the borrowers 
to drive good bargains. A poor case is 
made out against international bankers 
when it is confined to what they received 
for making and floating foreign loans. 
As to the other allegation, that they 
loaded up investors with bad bonds, each 
case must be decided by the issue in- 
volved. If it does not default, and in- 
terest is paid in full anc principal met 
upon maturity, the banker can say his 
clients secured a good investment which 
a temporary condition can not perma- 
nently impair. 
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Real Clew 
to be in 
Bonds 
A RISE in the stock market cannot get 
launched without a recovery in bonds 
preceding it. This is a sound conclusion, 
since such securities are considered a 
prime form of investment. The declines 
in their values have been exceedingly 
sharp and their weakness likewise reflects 
to what a low ebb confidence in invest- 
ments has sunk. While a considerable 
part of the decline can be traced to 
necessitous liquidation, a great deal of it 
from banks that have been compelled to 
unload at any price in order to maintain 
the highest degree of strength represented 
by available cash, the bulk of the drop in 
values is directly traceable to the fear 
that has been allowed to spread concern- 
ing the safety of these investments and 
in the van of this disorganized retreat 
were the bonds of the railroads. 

No immunity has been accorded pre- 
ferred stocks, which in many cases occupy 
a position as secure as that of bonds, for 
they have no funded debt ahead of them. 
In the majority cases these fears are 
groundless, and when this becomes more 
widely appreciated the timid investors 
who were scared into unloading will 
again reach out for their securities since 
it is income on capital that they seek in 
preference to capital gains. Curiously, 
also, there has been some liquidation 
prompted by the fear of our going off the 
gold standard, which would imply that 
debts would be paid off in depreciated 
money, and bonds of course represent 
fixed obligations. Though this is a very 
remote prospect it has had sufficient 
force to add to the liquidation in the 
bond market. When capital overcomes 
its fright, it will flow back into bonds first. 


Used as 
Premiums 


Whirs many stocks selling for $2 and 
less, which several years ago sold for 
twenty times as much and even more, 
enterprising merchants are turning to the 
very low-priced securities for premiums 
with which to stimulate the sale of their 
wares. Out in Chicago an aggressive 
motor sales organization is including from 
ten to 100 shares of such one to two 
dollar stocks with each purchase of a 
used car, advertising that this might 
eventually provide the car at no cost 
should these securities get back to any- 
where near their former prices. 

That argument embodies a lure to the 
thrifty person. This is the practical side 
of the present era of very low prices from 
which securities have not been immune. 
It also has its jocular angle, indicating 
that the depression has reached a stage 
where the public in its resignation is 
changing its philosophy to view it in an 
amused spirit. 

Examples of that state of mind are 
shown in some of the jokes being bandied 
about. ‘‘The panic is over; the depression 
is on,”’ is one of these frivolities. ‘‘ Hereto- 
fore the railroads carried the people; the 
banks are doing it now” is another. Then 
the story is being told of a tenant in an 
expensive Park Avenue apartment hand- 
ing a package to the hall man as a Christ- 
mas present. Upon looking at it the 
recipient was heard to explain “Oh 
shucks just another batch of bonds.” 
When we can turn to joking we are pretty 
near to the turn of things. 
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WEEKLY RECORD OF EARNINGS 


1931 1930. 
Net Earnings Per Share Net Earnings Per Share 


12 MONTHS ENDED NOVEMBER 30: 


Commonwealth & Southern........... 22,748,116 $0.40 28,661,009 $0.61 
Consumers Power Company.......... 11,189,946 11,875,365 Sits 
Kansas City Power & Light.......... 4 520,066 p113.00 4,059,667 p101.49 
Nevada-California Electric........... 763,19 923, 
Pennsylvania Gas & Elec............. $324,857 $330,597 
Pennsylvania Power & Light.......... 10,240,761 + 9,273,282 

Tennessee Electric Power............. 3,351,335 - :714,029 

9 MONTHS ENDED NOVEMBER 30: 

11 MONTHS ENDED NOVEMBER 30: 

East. Massachusetts Street Railway... d18,499 nil 416,030 mts 
Southern California Edison........... $18,442,739 $19,177,623 
U.S. Smelting & Refining............ 2,122,108 1.01 3,777,751 2.93 
United Railways & Electric........... d431,445 nil 363,973 0.89 
5 MONTHS ENDED NOVEMBER 30: 

Brooklyn-Manhattan Transit......... 2,779,294 2.80 2,888,398 2.94 
Brooklyn & Queens Transit........... 1,059,916 . 0.44 940,771 0.44 
Interborough Rapid Transit.......... d1,332,249 nil 1,526,939 nil 
12 MONTHS ENDED OCTOBER 31: 

Arkansas Power & Light............. 2,119,012 re 2,395,866 ne 
Carolina Power & Light.............. 1,530,676 ae 2,436,603 ete 
314,411 6.04 107,039 2.05 
Federal Water Service...............: 2,550,736 a2.38 3,099,241 a2.90 
ee d28,610 nil 139,382 0.32 
Louisiana Power & Light............. 2,038,197 1,724,002 

Memphis Power & Light............. 1,504,518 1,592,548 ice 
Nashua Manufacturing.............. 1,760,496 nil d1,642,627 nil 
New Orleans Public Service........... 1,346,233 3% 1,190,030 ees 
Pacific Power & Light.:............. 910,757 873,401 
Texas Power-& Light................ 2,642,447 2,732,651 

12 MONTHS ENDED SEPTEMBER 30: 
81,587 p1.43 1,133,837 2.74 
Cuban Cane Products................ d2,005,084 
Federal Light & Traction...:......... 1,582,216 2.64 1,729,683 3.14 
da712,744 nil 73,237 
Rochester Central Power............. 2,435,354 1,839,571 cts 
39 WEEKS ENDED SEPTEMBER 26: 


f Before Federal Taxes. p On Preferred. dOn Deficit. 


t Before Depreciation. z10 Months. 


a On Class Shares. 


BULLS AND BEARS 


continued from page 13 


by means of light waves rather than over 
the radio broadcast. channels. These 
light waves, with a range of about 10 
miles, are transmitted on a beam of light 
utilizing a wave length of but one-billionth 
of one meter and are cast from a powerful 
are light on a lofty tower. In this way 
each locality could have its own broad- 
casting station with the modulated light 
waves picked up in the homes by photo- 
electric tubes instead of the present type 
of radio antenne. In this manner the 
light and sound programs could be syn- 
chronized without any more interference 
than is known in present methods of 
broadcast. 


Grigsby-Grunow 
With the radio business on the skids, 
Grigsby-Grunow is endeavoring to 
stimulate this portion of its. business 
through acquisition of controlling in- 
terests in Columbia Phonograph. Grigsby 
plans to exchange approximately 4.4 
shares of its stock for each share of 
‘Columbia after: the latter company has 
distributed a capital dividend of $10 per 
share. Just what benefits can be expected 
to accrue from these expanded activities 
in the home entertainment field, it is 
difficult to visualize, where all similar 
efforts by other companies to revive this 
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type of business have only resulted in 
additional losses and the ultimate dis- 
position of these lines. 


Holland Furnace 4 — 


The recent action in lowering the dividend 
on Holland Furnace stock was partly to 
adjust payment to the current rate of 
earnings and also to take care of the ex- 
penditures involved in expanding its lines 
over the coming year, This company, 
which has never failed to show a profit in 
any year since organization, is not likely 
to have this record interrupted even for 
1931, although earnings will be of small 
proportions. The company is placing an 
air conditioning unit on the market as 
well as a new thermostatic heat regulator 
which will be used either in conjunction 
with or as a separate unit from this new 
device. Air conditioning opens up a new 
field of possibilities and one that will 
likely be prominent in the developments 
of the next decade in changing our present 
forms of heat and air control in home and 
apartment dwellings as well as in the 
commercial type of building. Ordinarily 
75 per cent of Holland’s business is in the 
replacement field but the sharp curtail- 
ment.in building operations has increased 
this ratio to 93 per cent. _An improved 
rate of construction would be promptly 
refiected in the earnings of this company. 


Macy A 
With department stores dependent to a 
large extent upon holiday trade to bolster 


the year’s earnings, it is understood that 
Macy did comparatively well in 193] 
with volume sales on a par with 
1930, although actual profits will be 
somewhat reduced. The Department of 
Commerce, after canvassing fourteen 
hundred of the country’s leading depart- 
ment stores, one-third of the total, re 
ported that volume of retail business wag 
at 95 per cent of that in 1930, and in 
value about 81 per cent of a year ago. 
The trend in sales was away from luxury 
merchandise toward the more staple 
lines, which accounts in part for the 
reduced profit margins that will likely 
result. 


Montgomery Ward 4 “Cc” 


The announcement of tire price cuts to 
the lowest levels in history by both 
Montgomery Ward and Sears, Roebuck 
suggests an early downward adjustment 
in second line tires by the manufacturers. 
These cuts range from 5 to 10 per cent 
and Montgomery Ward is introducing a 
6-ply heavy duty Riverside tire at the 
usual price of the 4-ply tire. The com- 
pany also announced a free-wheeling 
device suitable for use in old model 
Chevrolets and Fords as well as substan- 
tial cuts in the storage battery line, which 
brings these prices to the lowest levels in 
history. These reductions do not en- 
tirely eliminate profits, and result par- 
tially from the lower quotations obtained 
from the manufacturers. It remains to 
be seen how far the lower price schedules 
will go to stimulating new purchases. ~ 


Nash Motors 4 = 


While it was necessary to dip into surplus 
for payment of dividends earlier in the 
year, it does not appear that that seriously 
impaired the strong cash position of 
Nash Motors. At the year end the 
company was understood to have had 
cash or the equivalent in the amount.of 
$36.6 millions. This amounts to $13.40 
a share on the outstanding stock, which is 
quoted very close to that figure. At a 
price of $15 a share the company is selling 
for $41 millions as against the $36.6 
millions of cash on hand. Having earned 
$1.56 a share in the first nine months it 
will be required that 44 cents a share 
more be earned in the last quarter to 
cover the present $2 rate. Inasmuch as 
earnings amounted to 70 cents in the 
third quarter the deficit should not be 
large and could comfortably be assumed 
should the outlook prompt the directors 
to continue the current rate of pay- 
ment. 


National Steel 4 “C” 


Having the distinction of being the only 
major company in the steel industry to 
earn dividends last year, National 
Steel has been able to maintain this 
record because of the conservative pay- 
ments made from former earnings. An 
average of $4.99 a share earned in each of 
the past two years allowed for almost $6 
a share being plowed back after regular 
dividend payments. The earnings of 
$1.75 a share in the nine months require 
only 25 cents to be shown for the last 
quarter to cover the full payment. While 
this is not likely in that the company 
earned only 15 cents a share in the third 
quarter, some improvement from this 
rate is expected because of the economies 
effected through’ wage euts and other 
efficiency measures. : 
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Pennsylvania 4 
An indefinite postponement of the bear- 
ings of the Interstate Commerce Com- 
mission’s order that Pennsylvania divest 
itself of the Wabash and Lehigh Valley 
holdings was granted by the United 
States Circuit Court of Appeals. This 
will permit the road to participate in any 
reorganization plan for the Wabash 
whereby its large investment may be at 
least partially recovered. Liquidation 
under present conditions would result in 
almost total loss. In pleading the case 
it was contended that should the Com- 
mission decide in favor of railroad con- 
solidations, the order against Pennsyl- 
vania would become ‘‘moot’”’ and there 
would be no need for the Federal Court 
to pass upon the matter. Engineers in- 
vestigating for the State Board of Public 
Utility Commissioners have reeommended 
consolidation of certain sections of the 
Reading and Pennsylvania Railroads in 
Southern New Jersey, claiming that this 
action would produce an estimated an- 
nual savings of $1.7 millions in operations. 
The Altoona machine shops of Pennsyl- 
vania suffered a severe fire loss during 
the week with a loss estimated as high as 
$2.2 millions and throwing 1,100 men 
out of work temporarily. Stockholders 
of the road increased to 242,361 during 
the past year, the largest total in its 
eighty-five years. 


Prairie Pipe 4 
Though numerous details are still to be 
worked out, it is expected that an early 
decision will be reached in the merger 
involving Prairie Pipe Line, Prairie Oil 
& Gas and Sinclair. A new holding com- 
pany may be formed with a probable 
offer of a share for share exchange of 
stock for Sinclair and Prairie Oil and 14 
shares for each 10 of Prairie Pipe. Tide- 
water Associated and Rio Grande Oil have 
been eliminated from this set up. Prairie 
Pipe is in line to gain the greatest benefits 
from this consolidation, whereby it will 
regain a good portion of lost business. 
The company furnished additional good 
news in the receipt of a tax refund from 
the government amounting to $1.8 mil- 
lions, or approximately 44 cents a share 
on the stock. 


Radio Corporation 4 
Having gone through a dull holiday sea- 
son, little of the old speculative interest 
in Radio remains, with the stock hanging 
around the low levels of organization 
days. A report from the Department of 
Commerce establishes wholesale stocks of 
radio merchandise as of September 30 at 
slightly less than $6 millions as compared 
with $1 million less in the preceding 
quarter. Sales of. the 376 reporting 
dealers amounted to $11.7 millions in 
the September quarter as against $7.9 
‘millions in the preceding period, or a 
gain of 47.9 per cent. In other words the 
stocks on hand represented less than one- 
half of dealers’ quarterly turnover, which 
condition immediately preceding the 
holiday sales period, emphasises the lag- 
gard buying that was generally anti- 
cipated at the regular height of the 
season. An extension has been granted 
to stockholders of R.-K.-O. for sub- 
scription to debentures, permitting them 
to exercise their rights until January 9. 
Radio Coroporation- has underwritten 
this entire issue. 
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St. Joseph Lead 4 “Cc” 


Stockholders of St. Joseph Lead have been 
advised by the company that preliminary 
estimates of the year’s operations in- 
dicate a net deficit of $1.4 millions. 
There was less uncertainty in the definite 
action taken by directors in reducing the 
former 25-cent quarterly dividend to a 
current rate of 15 cents quarterly, whieh 
is still generous for a company reporting 
a deficit of that size. 


Studebaker 4 


The resignation of former President 
Faulkner of Auburn is followed by the 
news of his recent election as vice presi- 
dent of Studebaker Sales Corporation, 
the marketing organization of the parent 
company. This appointment was the 
first official act of Paul G. Hoffman, who 
was elected president of this sales or- 
ganization. Mr. Erskine remains as 
chairman of the board of the sales divi- 
sion as well as president of the parent 
company. 


Union Carbide 4 “B” 
The lack of demand for anti-freeze prod- 
ucts due to warm weather may mean a 
revision in the fourth quarter earnings of 
Union Carbide. These ordinarily repre- 
sent the best three months in the year 
but in combination with the low rate of 
industrial activity this seasonal improve- 
ment was probably of moderate propor- 
tions. Carbide’s research laboratories 
have added additional groups of syn- 
thetic products to its line including the 
commercial production of buty] alcohol 
and derivatives. These added products 
may improve future earnings rather than 
those of the present, but more immediate 
betterment is to be expected from the 
ferro-alloys division which is breaking 
away from the downward trend of more 
basic industries. The plastics division 
reports new contracts with large users for 
the coming year. 


THE BOND MARKET 
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have shown an almost continuous decline 
in holdings of corporation bonds for many 
weeks, and the report as of December 23, 
1931, showed holdings of bonds other than 
United States Government securities 
about $222 millions less than on the cor- 
responding date of 1930. 

It was announced last week that, be- 
cause of the restrictions on exports of 
gold from Colombia and the impossi- 
bility of obtaining the requisite amounts 
of exchange, service can not be maintained 
in dollars upon certain bonds of Colom- 
bian departments, municipalities, and 
mortgage banks. The necessary amounts 
will be deposited in Colombian pesos, and 
a plan is being prepared for the issuance 
of interest bearing scrip which will be 
offered in exchange for bond coupons. 
The national government of Colombia 
has maintained service in dollars upon 
its direct and guaranteed debt, but as the 
difficulties of obtaining foreign exchange 
are increasing, it appears doubtful that 
such action can be continued unless there 
is a surprising improvement in interna- 
tional trade in 1932, 
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tion is extremely conservative. De- 
preciation and depletion reserves totaled 
$14.8 millions and surplus was carried at 
$25.5 millions. Funded debt, including 
that of subsidiaries, stood at $32.5 mil- 
lions. Capitalization other than bonds 
consists of 1,930,065 shares of no par 
value capital stock. Net income reported 
in 1930 amounted to $2.5 millions, equal to 
$1.31 a share on the outstanding stock 
on a consolidated basis. Giving effect 
to losses from coal and navigation opera- 
tions and taking into consideration undis- 
tributed earnings or losses of other com- 
panies owned or controlled, net income 
would have totaled approximately $2.2 
millions. It is not expected that income 
in 1931 will vary to any appreciable ex- 
tent from the results of the preceding 
year. Dividends of $1.20 a share were 
paid in 1931, which if continued would 
afford a yield of 10 per cent at current 
market prices for the stock. In view of 
the fact that earnings are just about ap- 
proximating the present dividend rate, 
some question arises regarding the con- 
tinuance of present disbursements and a 
downward revision in the rate will not be 
surprising. Even under ordinary condi- 
tions, present earnings of the company 
would not support a market price much in 
excess of current levels, the possibilities 
in the situation resting almost entirely 
in the valuable properties which the 
company controls, but recovery of stock 
market prices would further enhance the 
equities behind the stock. 
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SHORT SELLING STAND APPROVED 


HE stand taken by Louis Guenther in his L.G.’s Column last week 

against short selling and its defence by Richard D. Whitney, 
president of the New York Stock Exchange, has been heartily approved 
by numerous readers and subscribers. Among the letters which have 
been received following publication of this discussion are the three 
reprinted below, which characterize the feelings of the ‘‘man in the 
street’’ concerning this important subject. 


AAA 
New York City. 
My bear Sir: 

I have just read with supreme satisfaction your column in Tue FinanciAL WorLD 
and having always regarded you as a stanch defender of the right, I am gratified to 
realize that you have pulled down your vizor and are armed for the combat. 

I personally have been active and have before me letters from Senator Capper and 
President Hoover to whom I protested the condition over a year ago. 

We Americans claim to be an advance guard of civilization and yet we permit, 
unchecked for years, an evil called short selling. In my judgment this is nothing less 
than permitting, ungoverned by direct law, the destroying element of our social 
system to prevent reconstruction of values. There are thousands whose lively faith 
and courage have urged them to put their capital or earnings into the institutions 
which they felt were reasonably deflated, only to find that each succeeding invest- 
ment has lead them deeper into the toils while the short selling parasites, acting under 
the permission of a directing general of the Stock Exchange, or at least with his sup- 
port, continue to wrangle for a carcass; which horrible to relate seems the more 
enticing as its struggles grow weaker. 

You are right. Other countries, notably those you quote have answered the call 
of the victims of the stock manipulator. Why not we? 

During my last visit to London I visited the Exchange and was there informed that 
wheat or corn, ete., could only be sold from samples of corn, etc., actually in possession. 
We permit a bag of wheat to be sold and juggled with, not according to its value as 
wheat, but in proportion to the false optimism or fear which a set of gamblers can 
evoke in behalf of their greedy pockets. Iam very sincerely your ene, 

-R. 


AAA 


Manchester, New Hampshire. 
My pear Mr. GuENTHER: 

I have just finished reading your article in the December 30th, 1931 issue of 
Tae Frvancrat Wor p, in which you comment on the subject of “‘ Short Selling,” and 
its defence by Mr. Richard D. Whitney, President of the New York Stock Exchange. 

I desire to commend and congratulate you on this article and believe that the 
matter of ‘Short Selling’”’ should be most thoroughly investigated by our Govern- 
ment. 

It has been our privilege to secure for your publication, many new subscribers 
during the past year, and you may be assured that your fearlessness in going to the 
mat with this subject, has not caused us to lower our estimate of your publication. 

With very best wishes for the New Year, I remain, Very truly eo 

H. A. 


INVESTMENT BANKER 
AAA 
Richmond, Va. 
GENTLEMEN: 

Please permit me to express my hearty approval of the position so clearly taken 
against “‘short selling’? under present conditions, in the “‘L. G.’s Column” of your 
valuable magazine under date of December 30, and to express the hope that this 
splendid effort on the part of Tue FinanctaL WorLp may cause other prominent 
financial magazines and independent financial writers to promptly join and support 
your position in this particular situation until it is thoroughly and positively cor- 
rected. Yours truly, 

O. W. G. 


Eastern Trunk Line Promise Store- 
Door Service 


NE of the most frequent suggestions 

for the modernization of railroad 
service and a probable means of regain- 
ing traffic lost to trucks is the general 
adoption of store-door delivery and pick- 
up of merchandise. It now appears 
probable that the day when such service 
is universally offered by the railroads is 
not distant. R. N. Collyer, chairman of 
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the Trunk Line Association, has prom- 
ised the members of the Atlantic States 
Shippers’ Advisory Board that the 
service will be instituted by the railroads 
serving their territory in the near future. 
All of the railroads serving New York 
City have agreed to the adoption of the 
store-door delivery plan. an- 
nouncement of further details is expected. 


TAX THREAT AGAINST STOCKS 


continued from page 8 


margins too slim to desire a tax of any 
kind on their popular priced models, and 
it can be expected every resource of the 
strong automobile associations will be 
put forward to change the letter of the 
proposal. It is felt in Washington that 
some sort of compromise will be reached 
on a smaller tax, but it appears doubtful 
if the cheap cars will go scot free. In 
any event it is quite possible that a tax 
will be placed on medium and high priced 
passenger automobiles and trucks will 
likely be taxed something, if not the pro- 
posed 3 per cent. The possibility of a tax 
on tires and motor accessories is prob- 
lematical, but they will not be approved 
without a sharp contest. 

No strong objection has yet been voiced 
against the 5 per cent tax on either amuse- 
ment admissions or radios and phono- 
graphs. These industries are quite 
generally regarded as of the luxury type 
and as ideal victims for an excise tax. 
The taxes are not high or unfair and they 
stand a good chance of approval. The 
proposed increase in the impost on ciga- 
rettes and smoking and chewing tobacco, 
however, is likely to be contested strongly 
especially as cigars have been exempted 
from the increase. The cigarette manu- 
facturers are facing the possibility of 
additional taxes in a number of states 
and have no desire of a higher Federal 
Government tax than now prevails. 


Tax on Phone Calls? 


The proposed tax on telephone mes- 
sages and telegrams of from 14 to 50 cents 
has met with perhaps the greatest com- 
plaint from those who have also come out 
strongly against the stamp tax on checks. 
In effect, the suggested wire tax means 
an increase in the rates of the national 
communication services. This increase 
would be felt by approximately 95 per 
cent of the public and there appears to 
be little doubt but that it implies at least 
some curtailment in the use of both the 
telephone and the telegraph. Some 
observers point out that it is a direct tax 
on a public utility and an essential serv- 
ice, and, if approved, would remove a 
barrier which has always protected gas 
and electricity from direct taxation. 
There has been no indication as to how 
the communications will fight the pro- 
posal, but it is quite evident that public 
sentiment is on their side and this means 
that half the battle has been won. Final 
approval of the tax, therefore, is not cer- 
tain. 

To the stockholder, the proposed taxes 
are important, for reports of the progress 
of tax legislation have often resulted in 
varying amounts of ‘‘scare”’ selling which 
has occasionally depressed the price of a 
stock to levels that are unwarranted. 
It is quite safe to predict at this time 
that the tax proposal, in its entirety, 
will not be approved, but there may be a 
certain amount of ‘‘bad’”’ news seeping 
out of Congress which rumor and hearsay 
will twist into an adverse development for 
this or that industry. In the last analy- 
sis the taxes, if approved, will in many 
cases be passed on to the ultimate con- 
sumer and the influence of these imposts 
on the profit margins of large corpora- 
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tions will be temporary and not lastingly 
serious. The Government has no desire 
to tax any industry out of existence nor to 
penalize any single group too heavily. 

It is too late for ‘“‘ifs, ands, or buts” 
but no discussion of taxation during a 
depression would be complete without 
mentioning the regret that the Govern- 
ment did not prepare for a rainy day. 
If our statesmen and legislatures had not 
been so hasty in needless expenditures 
during more prosperous times, the coun- 
try would not now be confronted with the 
extreme necessity of balancing a budget 
within the period of a year. Our large 
corporations, lay aside reserves during 
eyeles of prosperity as insurance against 
the always imminent slump, and that is 
one reason why no leader of industry is at 
present confronted with receivership and 
pankruptey. Congress would do well to 
take a page from the record of big busi- 
ness and keep expenses within reasonable 
bounds. 


TARIFF ON COPPER? 


concluded 


from page 9 


stocks of the metal which the industry 
was carrying at that time. In 1930, for 


the first time since at least back to 1901, 


to which year we have checked the data, 
actual imports of copper exceeded by a 
small margin exports of copper and copper 
shapes and forms. But in that year 
domestic production was so much in 
excess of domestic demand that our 
domestic stocks of copper increased by 
about 111,000 tons from this source, in 
addition to the gain in stocks by nearly 
19,000 tons of excess imports over ex- 
ports. In other words we stored not only 
the 19,000 tons of excess imports but also 
an additional 111,000 tons from our own 
production. Under such conditions it 
can hardly be argued that keeping out 
our imports would have made it possible 
to maintain a higher price in this country, 
since our domestic producers could not 
by agreement curtail output and force a 
higher price thereby without subjecting 
themselves to prosecution under the 
anti-trust laws. 

The developed productive capacity of 
domestic mines (including Alaska and 
Cuba) is estimated at about 1.4 million 
tons per annum, compared with a domes- 
tie consumption in 1930 of nearly 600,000 
tons and a peak domestic consumption in 
1929 of almost 850,000 tons. While it is 
practically impossible to estimate with 
any degree of accuracy the amount of this 
developed capacity which would be avail- 
able at different prices of the metal, 
there is little question but that a lifting 
of the price to around 11 or 12 cents a 
pound would make available on a theo- 
retical marginal cost basis substantially 
more capacity than will be needed in our 
domestic markets for a considerable time. 

Estimates based upon the long term 
record of growth in domestic consumption 
indicate that the point at which con- 
sumption will overtake present developed 
potential production will not be reached 
until after 1940. On the other hand it 
is true that some portion of this potential 
capacity could only become actually 
productive with the price of copper very 
much higher than any levels in reasonably 
near term prospect, and a time might be 
reached before 1940 when domestic de- 
mand might be larger than could be met 
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from domestic mines at the prevailing 
world price. 

The proponents of a tariff are in es- 
sence claiming that such time has already 
arrived, but they are finding it difficult 
definitely to demonstrate their contention 
by statistics, and are perhaps deriving 
their greatest strength from the appeal 
of the abnormally acute conditions now 
confronting not only their own but also 
many other industries. The world cur- 
tailment agreement for 1932 will not be 
particularly helpful in demonstrating 
their point or in making effective a tariff, 
if secured, if thereby the world price of 
the metal can be maintained between 9 
and 12 cents a pound. 


INTERNATIONAL TEL. & TEL. 
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of about 1.5 to 1. Bank loans on that 
date amounted to about $43.5 millions 
and the company has been given assur- 
ances by its bankers that these will be 
carried until market conditions make 
refunding possible. No additional financ- 
ing is planned for the current year. 

- The company has declared a quarterly 
disbursement of 15 cents per share of 
common stock, payable January 15, 
placing the issue on a 60 cent annual 
basis as compared with a previous annual 
rate of $1 per share. As this rate should 
be covered more than twice over by 1931 
earnings, it appears sufficiently con- 
servative and one which the company 
should be able to maintain, even granting 
another twelve-month period of un- 
favorable operating conditions, but as- 
suming, of zourse, that conditions do not 
become any worse in the countries in 
which the company operates. While 
earnings during the past two years have 
fully reflected unfavorable operating 
conditions and financial position has been 
weakened somewhat, the company’s pro- 
gram of expanding facilities and con- 
solidating its position in various foreign 
countries has not been arrested and it 
should eventually emerge from the 
present period of economic stress with a 
larger potential earning power than at 
any previous time in its history. 
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distributing plan has been given by the 
eligible Class I railroads covering 229,053 
miles.”” While it may take three months 
or more to accumulate funds from which 
loans may be made, it is hoped that 
pressing interest obligations of weak 
roads during the first quarter of 1931 
may be taken care of by bank loans or 
other credit arrangements in anticipation 
of loans from the pool. 

Thus, it would seem that these mea- 
sures should be adequate to take care of 
the problem of meeting interest coupons 
and other current charges, but the neces- 
sity of meeting principal payments on 
bond and note maturities at a time 
when the bond market will not absorb 
any new issues on any reasonable basis, 
is another matter, and one which will 
apparently require government assis- 
tance. While the total of bonds and notes 
coming due in 1932 is fortunately com- 
paratively small, some of the weaker 
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Dividends. 


Declared 


Pe 
Company Rate riod 
Alaska Jun. G. Min.......... 
Alabama Fuel & Iron............ 
Altorfer 75¢ 
Am. Asphalt Roof pf............ 
Am. Home Products............ 35¢ 
American News...............- 50c 
Am. Office Bldg pf........... $1.59 
$2 


Arrow Hart & H. 
Assoc. G. & E. $4 pf... 


Athold Mfg. 7% pf... ... 
Bastian & Blessing 
Brooklyn 
Cal. Cement 7% pf........... $1.75 
Cal. Consumers pf............ $1.75 
Cal. Group 6% pf............ $1.50 
Cameron Mach. pf.............. $2 
Canada Bud. Br. Ltd.......... .25¢ 
Can. Fair-M. Ltd. pf......... $1.50 
Can. Industries L' 6214¢ 
pf $1.75 
Cent. Hud. Gas & Elec.. . .20¢e 
20c 
Cent. Ill. P. S. $6 pf.......... $1.50 
Champion Inter.............. $1.50 
Chapman Ice Cream......... 1834¢ 
Cinn., Newport & Cov. Lt. & *: 
$1.50 
Com. Dise A.) 8% pf... .20¢ 
Cons. Lithograph, A............50¢ 
$1.75 
8% pf... || 
871 4c 
El. Power & Light.............25¢ 
Evanston Tr. & Sav. Bk....... $1.50 
Fairm’t Creamery, Del.......... 

Firestone T. & R...............25¢ 
Flour Mills Am. pf., A.......... $1 
Food Machinery............... 25¢ 
First N. Bk 3714c 
Gen. Mach. 3p. 7% pf......... $1.75 
Gildred Building pf........... $1.75 
Gil. Safety Razor $1.25 
Gimbel Bros. pf.. er 
Globe Dise. & Fin.............. 25¢ 
Gotham Silk Hose pf.......... $1.75 
Greening (B.) Wire pf......... $1.75 
Gulf Power Co. $6 pf......... .$1.75 
Hamilton Woolen............... $2 
Hershey Chocolate............ $1.50 

$1 
Hibernia Rec Go $1.75 
Home Title Ins. (Bkin.) 50c 
Hooker Electro pf............ $1.50 
Hed. & M. RB. of........... $2.50 
Illinois Com. Tel. $1.50 
Kan. Pwr. $1.75 

_ $1.50 
Kentucky _ $1.50 
Kuehne Mfg. Co., A pf.......... 50c 
25c 

yeoming Mfg. 8% pf..........- 

$1.50 
Car Corp. pf.......... $1.75 
Merc. Accep. of Cal pf......... 20¢ 

Memphis Nat. Gas............. 15c 

$1.75 
Metrop. Gas 
Mickelberry’s Food pf......... 
M. & P. Stores 7%,pf......... $1.75 
50c 
Mollohan Mfg. pf..........--. $3.50 
Moock Elec. Co. pf.........-. $1.75 
80c 
Mont. L. H. & P. Cons... ..... .38¢ 
50c 
Naumkeag Stm. Cot............. $1 

ew Hamp. Fire Ins............ 40c 
Neway P. Ce. $1.75 
Northern Cent. Ry..........-..-- $2 
Northw. Sts. Gals Co. 6% pf.. .$1.50 
North & Judd Mfg........... 37sec 
Northern N. Y. Tel..........- 50 
N’western Bell Tel.............. $2 

Do $1.6214 
Ohio Cit. Tel. Co. pf...........- 35c 

ific Am. Fire Ins............ 
Pu rv. Co. (Col.) 7% pf.. Sere 

Reliable Strs. Corp. pf......... $1.75 
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carriers have rather substantial maturi- 
ties which might cause serious difficulties 
if outside assistance were not available. 
(For a tabulation of 1932 railroad bond 
maturities, see the December 30 issue of 
THe Frnanctan Wortp.) However, 
promise of such assistance is to be found 
in the proposed Reconstruction Finance 
Corporation, as recommended by Presi- 
dent Hoover in his annual message to 
Congress. The primary purpose of the 
corporation would be ‘‘to furnish neces- 
sary credit otherwise’ unobtainable under 
existing cireumstances.”” The two main 
beneficiaries under the terms of the bills 
setting up such a corporation which have 
been presented to both houses of Congress 
are agriculture and the railways. The 
capital will probably be $500 millions, 
which will either be subscribed by the 
Treasury or obtained by issuance of de- 
bentures guaranteed by the U. S. Gov- 
ernment. The corporation is modeled 
after the War Finance Corporation, 
which did very effective work under the 
leadership of Eugene Meyer (now Gover- 
nor of the Federal Reserve Board) in 
the post-war period. There appears to 
be little or no partisan opposition to the 
bill, and enactment is expected by 
February 1. This would solve the prob- 
lem of meeting bond and note maturities, 
and with the other two measures dis- 
eussed above, solve the railroads’ emer: 
gency financial problems. 


No More Receiverships? 


Thus, it would seem that the action 
necessary to avert further railroad re- 
ceiverships is fairly well assured. How- 
ever, all three measures are emergenc)- 
expedients, and even in the case of the 
proposed wage reductions, there is no 
assurance that they will be operative 
for a period of more than two years. 
The fourth and fifth points in the sum- 
mary given on the first page of this 
article look toward a more permanent 
solution of the rai'roads’ difficulties, and 
are of a more fundamental character. 
The need for consolidations which will 
weld the railroads of the country into a 
limited number of financially strong and 
efficient systems is generally recognized. 
It is probable that, under the impetus 
given by the experience of the past two 
years, a great deal of progress toward this 
end will be made over the next year or two. 

The fifth point, adequate regulation 
of forms of transportation competing 
with the steam railroads, is necessary to 
prevent further diversion of traffic from 
the rails where such diversion has no 
economic justification. Much of the 
traffic lost to the rail carriers in recent 
years will never return, since it can be 
more efficiently, conveniently, and eco- 
nomically handled by other types of 
carriers. However, it can not be disputed 
that much of the new competition is un- 
economic and some actually subsidized 
by the Federal or State Governments. 
Furthermore, much of it is unregulated 
or subject only to very loose regulation. 
These inequalities must be eradicated, 
in order that an efficient and well coordi- 
nated transportation system be provided. 
Thus, it is of no little significance that 
the Interstate Commerce Commission in 
its recent annual report to Congress, 
recommended the authorization of an 
‘impartial and authoritative investi- 
gation for the purpose of determining 
whether and to what extent motor. 
water and air carriers operating in compe- 


tition with the railroads are receiving 
direct or indirect government aid amount- 
ing, in effect, to a subsidy; and, if so, 
what steps, if any, are necessary to correct 
this situation, with a view to placing 
competition on a just and equitable 
basis.” The Commission also recom- 
mended Federal regulation of interstate 
motor bus operation, and repeal of the 
recapture provisions of the Transporta- 
tion Act. President Hoover, in his mes- 
sage to Congress, recommended that the 
Shipping Board be made a regulatory 
body with powers to include regulation of 
coastwise shipping and rates and services 
on inland waterways. There is little 
question but what the preponderant 
sentiment in both houses of Congress 
at this time is in favor of placing the 
railroads’ competitors under regulation 
comparable in its strictness to that to 
which the steam carriers are subject, 
and legislation to that end may be ex- 
pected, if not at this session of Congress, 
at least during the next session. It is 
also notable that a number of states have 
instituted strict regulation of highway 
earriers, Texas and Ohio being the out- 
standing examples of such action. The 
net effect of this trend will not be to 
deprive the financially sound, well organ- 
ized and efficiently operated competitors 
of their business, but to eliminate the 
“fly by night’’ concern which has no real 
economic justification, and which, in 
many eases, is taking business for less 
than actual cost. The result will be the 
return of a substantial amount of busi-. 
ness which really belongs on the rails to. 
the steam carriers. 


Benefits of Depression 


One of the benefits of the depression 
is that it has called attention of the. 
State and Federal legislators and the 
regulatory bodies to the inequalities 
under which the railroads have had to 
suffer, and has created no little sympathy 
toward the railroads’ position. As long 
as they seemed prosperous, little help 
could be expected from Congress, but 
now that the financial difficulties of all 
but the strongest carriers are apparent 
to all, there is a much better chance of 
constructive legislation. 

Of course, the fundamental difficulty 
is the decline in traffic caused by the uni- 
versal sharp decline in business activity. 
No amount of legislation or extension of 
credit to the railroads, rate increases or 
other like expedients will correct this 
factor, but there is every reason to be- 


lieve that it will correct itself in time, 


for, as the country emerges from the 
present depression, the earning power of 
the railroads will automatically improve. 
In the meantime, constructive measures 
such as those described above should tide 
the carriers over the present emergency, 
and tend to restore their impaired credit 
standing. 
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page 5 


concluded from 


rumors galore. It is one of the evils of 
Wall Street speculation that these rumors 
crop up from all sorts of unknown 
sources in both bull and bear markets and 
mislead a great many innocent people. 
To give a further idea of the methods 
of short sellers, when the war boom of 
1916 reached its peak one of our cleverest 
operators became very bearish on United 
States Steel. For weeks he sat in his 
broker’s office doing nothing. Then one 
day he gave an order to sell 5,000 shares 
of Steel at the market. Before his reports 
were in, he gave an order to buy 5,000 
shares at the market. This was repeated 
nine times. Each time the market failed 
to give way under his selling, and he 
immediately covered. The tenth time 
the market action suited him and he 
immediately gave an order to sell another 
10,000 at the market, then 10,000 more, 
and at the Congressional Investigation it 
‘developed that he was short a huge 
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amount. He made a killing, but he 
didn’t fight the market trend, nor did his 
selling and repurchasing help to cushion 
the market. It furnished a very im- 
portant part of the motive power for the 
decline. 

In his recent speech, President Richard 
Whitney of the New York Stock Ex- 
change stated that they had been unable 
to find any ‘“‘bear raiding.’’ He states 
that the recent investigation showed an 
average short account of about 400 shares 
from which he deduced that there was 
no large or organized crowd interested in 
bear raiding. The prolonged decline has 
taught many of the public to speculate 
on the short side, and the present short 
interest is largely a public short interest, 
and such a short interest is undoubtedly 
a market cushion in case of a sudden 
break. However, had the investigation 
been made in December, 1930, when the 
big bear operators were in the midst of 
their campaign, the result would have 
been quite different. Everyone who 
knows his way around below Fulton 
Street, knows that ‘‘bear raiding’’ has 
always been an accompaniment of every 
period of liquidation. During one bear 
market, when the writer was a member 


of the Stock Exchange, a group of power. 
ful floor traders went about the room day 
after day looking for stocks in which there 
was weak support. Whenever they found 
one, they would promptly fill up the 
specialist’s book and then trade furiously 
back and forth between themselves, al- 
Ways on a downward trend, and often 
succeeded in knocking $2 to $5 off the 
price in a short time, making a nice 
profit on their original sale of four or 
five thousand shares. Thus on trading 
in which there was a change of ownership 
of a few thousand shares, they estab- 
lished the price of an entire issue of 
several hundred thousand shares, and 
affected every bank loan and margin 
account in which there happened to be 
any of this stock. In this way, prices 
were hammered down day after day, and 
more and more forced liquidation brought 
out. There is another phase of bear 
raiding, as to the moral turpitude of 
which there can be no question. In at 
least one instance in this bear market, 
the ‘‘bear raiders’? knew of a big loan, 
secured by a large block of stock of one 
of our premier corporations which would 
be called if they could drive the price of 
that stock to a certain figure. This they 
immediately did, causing cruel loss to the 
man who had made the loan. How did 


they get this information, through some, 


underling in the bank, or did it come 
from an officer or director? A_ stock- 
holder and prominent director of one of 
our largest banks is commonly reputed 
to have been intimately associated with 
the big bear crowd. 


A Big Bear Raid 


To go back to earlier times, the story is 
told that Thomas F. Ryan found Henry 
Hart, who controlled the Third Avenue 
Railway, overextended. Wanting the 
property, Ryan staged a bear raid, Hart’s 
loans were called, and he lost the prop- 
erty which he had spent his life develop- 
ing. If one goes back over the history 
of Wall Street, such incidents are too 
common to excite special interest. Whether 
it is a bear clique which needs the stock 
to cover or a big financier or banking 
house which covets somebody else’s prop- 
erty, when they take advantage of exact 
information, which should be sacred, to 
go gunning for a bank loan and force the 
liquidation of stock at sacrifice prices; 
the ethics involved differ little from those 
of the bandit who slugs you with a sand- 
bag and takes your pocketbook. An- 
other abuse connected with short selling 
is the lending of stocks by brokers with- 
out the direct consent of the actual owner. 
Such are the evils which go with short 
selling, and I believe they outweigh the 
advantages. 

The present Stock Exchange regula- 
tions on short selling compel a broker to 
ascertain from his customer whether a 
sale is long or short stock. If short, it 
can not be executed below the last sale, 
nor can it be executed while long stock is 
offering at the price. This very effectively 
prevents ‘“‘bear raiding” and greatly 
limits short selling, and would seem to be a 
regulation which might very well be con- 
tinued. Unfortunately these regulations 
have been put into effect after the damage 
has been done. The big bear operators 


had covered their shorts and either 
retired from the market or gone long 
before these regulations were established 
and before reports of short sales were 


required 
THE FINANCIAL WORLD 


High« 
Distri 

Th 
tions 
was 
Stock 
disbu 
Dece 
reach 
cents 
which 
issuec 


leadir 


either 
distri 
of th 
be bo 
the re 
whick 
the 1 
expir 
cent 

cent | 


Liqui 
Secur 

Th 
5 pe 
Oetol 
bond: 
ing 
solici 
the ¢ 
York 
collat 
secur 
76 pe 
abou 
appr 
ber 1] 


| TI 
‘ Right 
Ho 
porat 
1931, 
addit: 
on a 
The 
give 
such 
requé 
cent 
tions 
reorg 
failec 
bond 
that 
their 
Capi 
Redu 
In 
to $1 
by e 
amer 
restr 
surp! 
price 
mad 
man: 
ties 
cost 
| 
= 


Investment 
Trust 
Topics 


Higher 
Distributions 

The rare record of increased distribu- 
tions during 1931 as compared with 1930 
was achieved by the Canadian Bank 
Stock Trust Shares. With a semi-annual 
disbursement of 38.553 cents per share on 
December 15, total distribution for 1931 
reached 81.527 cents as against 76.264 
cents per share in 1930. Each unit, against 
which 1,000 trust shares series ‘‘D” are 
issued, consists of shares of the eight 
leading Canadian banking institutions. 


Rights Offered 


Holders of the original series of Cor- 
porate Trust Shares as of December 30, 
1931, have been granted rights to buy 
additional Corporate Trust Shares of 
either the new accumulative or new 
distributive series. For each ten shares 
of the original series one new share can 
be bought at a discount of 4 per cent under 
the regular offering price. (The price at 
which these shares are offered at the time 
the rights are exercised.) The rights 
expire on January 30, 1932. This 4 per 
cent discount compares with a 914 per® 
cent loading charge for the new series. 


Liquidation of Collateral 
Security Bonds 

The committee for the holders of the 
5 per cent convertible gold bonds due 
Oetober 1, 1932, and the 5 per cent gold 
bonds due 1940 of the Financial Invest- 
ing Company of New York, Ltd., is 
soliciting bondholders’ consent to give 
the Guaranty Trust Company of New 
York as trustee the right to liquidate the 
collateral. The value of the collateral 
securing the bonds was approximately 
76 per cent of par on October 1, 1931, 
about 94 per cent on November 9, and 
approximately 70 per cent as of Decem- 
ber 12. It is suggested that the bonds 
be declared due and payable immediately 
on account of depreciation of collateral. 
The created default in principal would 
give the trustee the right to sell, but 
such a procedure needs the written 
request of the holders of at least 30 per 
cent of the outstanding bonds. Negotia- 
tions with stockholders interested in a 
reorganization of the company have 
failed, and consequently no assistance to 
bondholders is likely to come forth from 
that source, leaving it to them to protect 
their own interests. 


Capital 
Reduction 

Inland Investors has reduced from $50 
to $10 the amount of capital represented 
by each share of no par stock and has 
amended the by-laws of the corporation 
restricting the applications of earned 
surplus. The great decline in market 
price of securities held by the company 
made such a step imperative as the 
management had decided to carry securi- 
ties at their market value instead of at 
cost as had been done heretofore. With- 
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out a reduction in the capital account, 
the balance sheet with securities at 
market value would show an impaired 
capital which would not be consistent 
with continuance of dividends otherwise 
justified by the income received from 
investment holdings. Furthermore, the 
consideration that under the new Ohio 
Personal Property Tax Act, taxes would 
probably be determined by the ‘‘book 
value” of the company, demanded a 
revision of this item to the market value 
of the underlying securities. 


Retains Same Group 
Diversification 


The portfolio of Nation-Wide Securities 
Company as of December 1, 1931, shows 
approximately the same relative positions 
with relation to percentages between 
groups of stocks held as of May 1, 1930. 
The percentages invested in the four 
principal groups are as follows: 


May 1, Dec. 1, 

19 1931 
Banks and} Insurance... . . 29, 


No companies have been eliminated 
from the portfolio. The management has 
followed the theory that in a generally 
declining market so many factors outside 
the realm of fundamental investment 
considerations are at work, that stock 
prices do not reflect accurately the eondi- 
tions of the companies they represent. 


BOND OPPORTUNITIES 


concluded from page 11 


is nothing in the situation which could 
invalidate the contention that current 
conditions offer excellent opportunities 
to lay the foundation for a backlog of 
sound bonds offqjng an extraordinary 
high rate of income on the invested 
capital. In making this statement no 
attempt is made to predict that the 
absolute bottom for bond prices has been 
reached and that lower prices than those 
prevailing at the present time would be 
debarred during the next several months. 
The lowest prices are sought by rela- 
tively few and the majority of investors 
realize that the lowest prices and best 
opportunities have been reached, when 
that moment has already passed into 
history. 

The list of bond bargains on page 11 
has been selected with due regard 
to the fundamental soundness of the in- 
dividual situations, a relatively good 
yield, and reasonable assurance of price 
enhancement with return of general 
business conditions to anything approach- 
ing normalcy. Investments in these 
bonds should be made on a strictly long 
term basis and funds should if possible be 
apportioned among a number of the 
issues. 


What's Ahead 


for Business 
and Industry in 
1932? 


The January 13, 1932, 
Annual Review and 
Forecast Number of The 
Financial World will 
contain individual analy- 
ses of more than twenty 
leading industries, and 
will give the investor an 
insight into what the 
new year promises in the 
way of operating results. 


A A A 


The businessman 

should also find 

this issue of great 
interest. 
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On the 


New York Curb 


Edited by A. Weston Smith, Jr. 


4 Aluminum of America —" 
According to official statements for the 
eleven months ended November 30, 1931, 
and including subsidiaries, interest re- 
quirements on Aluminum Company’s 
bonds, after depreciation, have been 
earned three times. Funded debt at the 
close of 1930 stood at $38 millions, con- 
sisting of debenture 5s due in 1952. 
Annual interest requirements, therefore, 
would amount to about $1.9 millions and 
three times this fixed charge would be $5.7 
millions. The balance applicable to the 
preferred stock, after Federal taxes, would 
amount to about $2.25 a share on the 
preferred, which carries a $6 annual divi- 
dend. Nothing will be left for common. 
In 1930, the equivalent of $1.93 a share 
was earned on common as compared with 
$11.18 a share in 1929. 


4 American Cigar — 
The recent offer by American Tobacco for 
the preferred and common stocks of Amer- 
ican Cigar was apparently successful, for 
it is reported that the parent company 
now owns 95 per cent of the outstanding 
eapital stock of the “‘Cremo”’ subsidiary. 
It is understood that American Tobacco 
at the close of 1928 held 76 per cent of the 
preferred and only 70 per cent of the 
common. 


4 Amer. States Public Service “‘C” 


Net earnings of this company and its sub- 
sidiaries available for dividends on the 
class ‘‘A”’ stock for the fiseal year ended 
October 31, 1931, amounted to $2.14 a 
share, but directors have decided to defer 
action on the quarterly dividend due at 
this time. The class ‘‘A”’ stock is entitled 
to cumulative dividends at the rate of 
$1.60 per annum. 


4 Appalachian Gas a 
Aequisition of the Empire Corporation 
has been completed but the cost of the 
merger has cut deeply into the cash 
account of this gas stock investment trust. 
Directors have found it necessary to omit 
the dividend on the $7 preferred A stock. 


4 Claude Neon ——" 


The president of Claude Neon estimates 
that earnings for the year just closed will 
be around the equivalent of $2.60 a share 
as compared with $2.72 a share in 1930. 
The outlook is regarded as favorable as 
one of the most important sales develop- 
ments in the history of the company did 
not materialize until late in 1931. This 
was the perfection of the new low voltage 
Neon illumination for ‘‘daylight” light- 
ing for store windows. 


4 Copeland Products —" 
A gain of 19 per cent in dollar sales and 
23 per cent in unit sales in 1931 over 1930 
is largely responsible for the satisfactory 
showing made by Copeland Products. 
Earnings for the fiscal year ended Octo- 
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ber 31, 1931, equaled $6.05 a share as 
compared with a deficit of $107,039 in the 
previous fiseal year. Financial position 
was improved during the year with a 
current ratio of 3-to-1 reported on Octo- 
ber 31, 1931, as compared with 2-to-1 on 
the same date of 1930. With the satura- 
tion point for electrical and mechanical 
refrigerators still far removed, the outlook 
for the industry is regarded as better than 
satisfactory. 


4 Dixon Crucible — 
Another stable dividend record was 
marred last week when directors of this 
company cut the annual payment on the 
common shares from $8 to $4. The $8 
rate had beeen paid regularly since 1920, 
and prior to that the dividend had never 
been reduced since the incorporation of 
the original company in 1868. As manu- 
facturer of the ‘‘ Ticonderoga” and other 
lead pencils, the company has felt the 
effect of the smaller demand for black 
pencils during the depression. This com- 
pany makes no red pencils. 


4 Gibson Art —" 
Last minute orders from dealers for 
Christmas greeting cards were the largest 
ever experienced in the history of the 


- eompany and more than made up for the 


lack of orders which normally come in 
during the early fall season. As Christ- 
mas card business constitutes about one- 
third of the company’s total dollar vol- 
ume, this business plays an important 
part in the determination of annual earn- 
ings. The playing card division of the 
business is running more than 100 per 
eent ahead of the sales volume of a year 
ago and it is believed that the increase 
will be maintained because of the vast 
interest created in contract bridge by the 
Lenz-Culbertson tournament. A new line 
of playing cards has been brought out in 
anticipation of the larger volume and 
arrangements have also been made to 
distribute the cards abroad through an 
exporting company. 


4 Hudson Bay Mining “D” 
Unofficial reports from Canada indicate 
that this copper producer will soon fall in 
line with the reduction plans of the copper 
industry and curtail the output of its 
Flin Flon mine early in the spring. Hud- 
son Bay was not formally represented at 
the final conference of the red metal pro- 
ducers when the agreement was reached, 
but wishes to cooperate anyway. Prior to 
last October shipments of copper from 
Flin Flon had increased steadily during 
the year but it is understood that No- 
vember and December shipments showed 
a sharp decline. 


4 Hamilton Woolen —_— 
An extra dividend and a sharp gain in 
earnings is quite a record in a depression 
year. Last week the directors of Hamilton 
Woolen declared an extra dividend of 


$2.75 on the common stock, in addition 
to the regular quarterly payment of $2, 
and reported that net for the fiscal year 
ended November 30, 1931, had equaled 
$8.79 a share, against $5.16 a share in the 
1930 fiscal year. The gain in earnings 
may be attributed to the increased popu- 
larity of worsted dress goods, a line in 
which the company specializes. 


4 Libby, McNeill & Libby “Ci 
Recent decision of directors to omit the 
semi-annual dividends on both the 6 per 
cent and 7 per cent preferred stocks is due 
to the necessity to conserve cash at this 
time. Libby in common with other food 
packers has suffered some inventory losses 
because of declining pack prices, and in 
addition, the pineapple pack situation has 
been unsatisfactory. The price of pine- 
apple is currently at the lowest in its his- 
tory and the outlook for near term im- 
provement is not encouraging due to the 
large volume of stocks. Libby has a large 
investment in this product. 


4 McCord Radiator “C* 


“Company is making an offer of its class 
“*B” stock in exchange for the preferred, 
debenture and common stocks of the Me- 
Cord Manufacturing Company. McCord 
Radiator is exchanging 314 shares of B 
stock for each share of the manufacturing 
company’s preferred, one share of B for 
each debenture share and \% share for 
each common share up to 50 per cent of 
the amount held by any one stockholder. 
Reduction of the number of outstanding 
securities bearing the McCord name is 
expected to eliminate the confusion which 
has existed between the various issues of 
the two companies. The function of the 
McCord Manufacturing Company has 
been solely that of a holding company for 
MeCord Radiator stock, and it has out- 
lived the necessity for its existence. 


4 Nebel Hosiery > 


The Participating Preferred Stockholders’ 
Protective Committee has made a general 
study of this situation and has evolved 
four alternative plans for the rehabilita- 
tion and/or conservation of the assets of 
the business. As soon as one plan is 
selected, it will be submitted to the de- 
positing stockholders for their approval. 
Operations are continuing in the red with 
a net loss of $126,914 for the six months 
ended June 30, 1931. 


4 Pepperell Manufacturing “C” 
Directors have declared a quarterly divi- 
dend of $1 per share on common, which 
was paid on January 2, 1932. It has been 
announced that no further dividends will 
be declared until May 15, and if declared 
they will be payable quarterly com- 
mencing May 15, 1932. In other words, 
the dividend due April 2, if paid, will not 
be distributed until May 15, and in effect 
stockholders will be without dividends for 
1% months. 
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A Rice-Stix Dry Goods “* 
Early reports indicate that St. Louis’ 
largest department store operated at 
another deficit in its fiscal year ended 
November 30, 1931. In the 1930 fiscal 
year a deficit of $1 million was reported. 
It is understood, however, that the cash 
position of the company was further forti- 
fied by the suspension of cash dividends 
and the forthcoming balance sheet will 
show a material improvement in the 
working capital position as compared 
with a year ago. 


4 Richman Brothers “B” 
This company, which has made the sum 
of $22.50 famous by selling a broad line 
of men’s suits and coats at that price, is 
reported to have closed 1931 with earn- 
ings somewhat in excess of its $3 annual 
dividend requirement. Net, however, will 
probably be lower than the $5.12 a share 
reported for 1930, not because dollar 
sales have decreased but because the 
company has found it necessary to in- 
crease quality in order to meet compe- 
tition. 


4 Seiberling Rubber 
At the annual meeting of this company, 
President Seiberling predicted a 50 per 
cent gain in sales for 1932 which would 
mean approximately $12 millions for the 
year. He did not, however, give his 
reason for his expectation. 


4 Smith (A. O.) “= 
Talk of a proposed natural gas pipe line 
from Texas Panhandle to Buffalo has 
stimulated some interest in this stock. 
The new line, reported to be projected by 
Continental Construction Corporation of 
Chicago, would take about 200,000 tons 
of steel. A. O. Smith is regarded as the 
likely bidder for the contract. 


4 Standard Oil of Indiana “B” 
Looking to the possible enactment of a 
tariff on petroleum and refined oil, 
Standard Oil of Indiana has been adding 
to its foreign outlets in order to provide 
a wider market for its Venezuelan pro- 
duction. Through a subsidiary, Pan 
American Petroleum & Transport, a sub- 
stantial interest has been acquired in the 
Naptha Industrie und Tankanlagen Ak- 
tiengesellschaft in Germany. The 
“NITAG” company distributes about 
420,000 barrels of refined petroleum prod- 
ucts annually. Last April, 1931, company 
completed arrangements for a 50 per cent 
interest in the Petroleum Storage & 
Finance Corporation, Ltd., of Manches- 
ter, England, a British oil distributor. 


4 Swift International by ag 
Rumors have been permeating out of 
South America to the effect that a new 
price war is developing. No details are 
yet available to confirm the report but it 
has been known for several months that 
poor demand had resulted in a sharp 
increase in stock on the cattle ranges. 


4 Tri-Utilities 
While the reorganization plan, dated Sep- 
tember 1, 1931, is still formally in effect, 
the committee is working on an alternate 
plan of reorganization which will exclude 
the Peoples Power & Light Corporation. 
A separate plan of reorganization is in 
preparation for the Peoples subsidiary. 
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4 The first of the New Year witnessed 
the merging of two large investment 
banking firms, and a number of dissolu- 


tions and changes. On January 2, 1932, 
Kidder, Peabody & Company has merged 
with Kissel, Kinnicutt & Company and 
the new combination has taken the name 
of Kidder, Peabody & Company. G. 
Hermann Kinnicutt has become a general 
partner and William Ferguson, Frank J. 
‘Humphrey, Andrew Stewart and Philip 
M. Hayes have become associated with 
Kidder, Peabody. Offices will continue 
to be at 17 Wall Street, New York. 


4 The security and commodity commis- 
sion firms of Munds & Winslow and 
Potter & Co. have been consolidated into 
a firm known as Munds, Winslow & 
Potter. The partners in the two firms 
became members of the consolidated 
firm, whose main office is at 25 Broad 
Street. The new firm holds member- 
ships in the New York Stock Exchange, 
the New York Cotton Exchange, Chi- 
cago Board of Trade and many other 
security and commodity markets. 


4 The New York Stock Exchange firm ot 
Fuller, Rodney & Company has been | 


organized to transact a general broker- 
age business at 14 Wall Street, New York. 
Samuel L. Fuller, Earle H. Rodney, 
Stuart Hedden and James C. Fuller, 
member of the New York Stock Ex- 
change, are the partners. 


4 Shields & Company have acquired the 
stock brokerage business of E. Naum- 
burg & Company. H. M. Benstead, 
formerly a partner with the Naumburg 
Company, has become associated with 
Shields in their New York office at 52 
Wall Street. 


4 The Stock Exchange firm of Louch- 
heim, Minton & Company has been dis- 
solved and a new firm, D. M. Minton & 
Company has been organized to take 
over the business. Partners of the 
new company are David M. Minton, 
Albert S. Wasserman, David M. Minton, 
Jr., floor partner, Robert H. Minton, 
floor partner, and Herman N. Scheer. 
Office will be maintained at 111 Broad- 
way, New York. 


4 Arthur L. Fuller, member of the New 


York Stock Exchange, has been admitted - 


as general partner to the firm of Mortimer 
W. Loewi & Company of 24 Broad Street, 
New York. 


4 Rowland Stebbins, who produced the 
play ‘‘Green Pastures”’ in February, 1930, 
is returning to Wall Street as a special 
partner of de Coppet & Doremus at 
42 Broadway, New York. 


4 Sam S. Spalding, who for twenty-five 
years was with Kissel, Kinnicutt & Com- 
pany, has become head of the savings 
bank department of Kidder, Peabody & 
Company. 


4 John E. Stofflet has been elected as- 
sistant vice-president of Lord, Wester- 
field & Company, New York. 


A Harris, ‘Upham & Company . have 
opened branch offices for. the ‘winter. in 
Palm Beach and Miami Beach, Florida. 


DIVIDENDS 


PaciFic Gas AND ELEctric Co. 


DIVIDEND NOTICE 


Common Stock Dividend No. 64 


A lar quarterly cash dividend 
for the three months’ period end- 
ing December 31, 1931, equal.to 
2%, of its par value (being at the 
rate of 8% per annum), will be 
d upon the Common Capital 
tock of this Company by check 
on January 15, 1932, to share- 
holders of record at the close of 
business on December 31, 1931. 
The Transfer Books will not be 
closed. 
- D.H. Foote, Secretary-Treasurer. 
San Francisco, California. 


The Pacific Telephone & Telegraph Company 
Notice of Dividend on Preferred Stock — 
The regular quarterly dividend of One Dollar and 
Fifty Cents ($1.50) per share on the Preferred Stock of 
this Company will be paid on Friday, January 15, 1932, 
to stocxholders of record at the close of business: on 
Thursday, December 31, 1931. : 
W. J. PHILLIPS, Secretary. 
San Francisco, December 3, 1931. 


Electric Power & Light Corporation : 
Common Stock Dividend 


A dividend of twenty-five cents a share on the Com- 
mon Stock of Electric Power & Light Corporation has 
been declared for Peng February 1, 1932, to stock- 
holders of record January 9, 1932. 


A. C. RAY, Treasurer. 


4H. A. Strong has resigned as vice- 
president of Air-Way Electric Appliance 
Corporation. Mr. Strong started in busi- 
ness as a canvassing salesman in 1922 
and was rapidly promoted to an execu- 
tive position. He is now regarded in this 
country as one of the leading authorities 
on direct selling to the consumer. 


4 


4 George D. Woods, vice-president of 
Chase Harris Forbes-Corporation, has 
been elected a director of the Associated 
Gas & Electric Company. 

4 

4 De Forest Hulburd has resigned as 
president of the Elgin National Watch 
Company but will continue as a member 
of the board of directors. 


4 James M. Cleary has been appointed 
president of the Studebaker-Pierce Arrow 
Truck Corporation. 


4 The firm of Albert Wagner & Company, 
members of the New York Produce Ex- 
change Securities Market, has been or- 
ganized to continue the business here- 
tofore conducted under the name of 
Wagner, Winter & Company. Albert 
Wagner and Dudley V. Maturin are the 
partners. Offices are at 2 Broadway, 
New York. 


4 The Public National Bank and Trust 
Company of New York is opening a new 
midtown office at Thirty-ninth Street 
and Seventh Avenue in New York City. 


4 Butler, Beadling & Company and Wick 
& Company, two Ohio brokerage firms, 
have united under the name of Butler, 
Wick & Company. Offices of the new, 
firm will be in Youngstown, Ohio. 


4 The foreign exchange firm of Hammer 
& Dreyfus has been organized by Leif 
Hammer and J. G. Dreyfus as partners. 
Offices are to be located at 11 Broadway, 
New York. - 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


4 AVERAGE STOCK PRICES 


1931 1930 
Dec. 28 Dec. 23 Dec. 16 Dec. 29 
44.80 45.70 45.50 104.30 
Industrials........ 34.70 35.90 36.40 96.80 
Combined ........ 24.60 25.70 27.00 92.83 
A FEDERAL RESERVE REPORTS, MEMBER sine 
(000,000’s omitted) Dec. 23 Dec. 16 Dec. 24 
Deposits—New York City........ $6,117 $6,450 $7,076 
Deposits—Outside New York City 11,946 12,270 13,855 
Loans on Securities—N. Y.C..... 2,231 2,208 3,366 
Loans on Sec.—Outside N. Y.C . 3,502 3,533 4,413 
tInvestments—New York City .... 977 971 1,061 
tInvestments—Outside N. Y.C.... 2,430 2,444 #1 2,568 
Total loans and discounts ....... 13,119 13,212 16,200 
Total net demand deposits ..... -- 11,771 12,188 13,603 
Total time deposits. ............. 5,947 6,004 7,126 
yOther than U. S. Govt. securities. 

A WEEKLY BANK CLEARINGS 1931 1930 
000,000’s omitted) Dec. 19 Dec. 12 Dec. 20 
tside of New York City........ 2,513 2,088 3,616 

A MISCELLANEOUS 1931 1930 


Total brokers’ loans (000,000)..... $611 $662 1920 
Federal reserve ratio (S m) ch 


Federal reserve ratio (N. Y.)...... 66.4 66.9% 72.4% 
1931 1930 
Dec. 19 Dec. 12 Dec. 20 


Dec. 26 Dec. 19 
Daily Av. Crude Oil Prod. (bbls.) 2,292,900 2,430,300 2,126,750 


A FOREIGN EXCHANGE A COMMODITY PRICES 
1931 1930 1931 1930 
Dec. 28 Dec. 29 Dec. 29 
$4.8634 England $3.423%% $4.85 § Wheat $0.53% $0.80% 
3.92 France . 3.92% 3.92% | Silver.... 0.303%  ...... 
5. 5.084% 5.23% Flour .. 4.45 4.60 
13.90 Belgium*. ..13.9344 13.97% | Coffee... .07% 07% 
23.82 Germany. ..23.73 23.81 % Sugar.... .042 
14.069 Austria..... 14.00 14.12 Tron ...15.51 17.76 
40.20 Holland 40.13 40.27 % Steel... .29.00 31.00 
26.80 Denmar' 18.99 26.74 051 
26.80 Norway 18.89 26.74% | Copper.. .07% 10% 
26.80 Sweden..... 19.14 26.82 % mC 0415 
49.85 Japan......37.81 49.62 -2187 -26875 
42.45 Argentinay .25.93 31.43 Cotton. -064 .0995 
#12.00 Brazilt..... -95 9.60 2.75 
R37: 12.32 12.06 Rubber... .0485 .0837 
1.00 Can.Dollar .81.25 99.34 Gasoline. .103 123 
*Belga. tPaper Peso. {Paper Milreis. §March futures. 


#Approximate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions’ 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 
ec. week Change 
EASTERN DISTRICT 1931 1930 % 
Baltimore & Ohio..... ivehese© . 36,360 46,452 —21.5 
Chesapeake & Ohio........... 23,740 —18.9 
Cleve., Cinn., Chicago & St. L.... 19,403 23,316 —16.7 
Delaware & Hudson............. . 12,836 15,161 —15.4 
Delaware, Lackawanna & Western. 15,474 17,217 —10.1 
Norfolk & Western............ ooo 6 EB 22, —18.6 
N. Y., New Haven & Hartford... 24,040 27,471 —12.5 
Now Work 46,738 59,489 —21.3 
., Chicago & St. Louis...... . es 16,089 —23.3 
Pennsylvania............ 114,790 —17.8 
Pere Marquette...... ,902 —8.2 
Western 7,888 8,497 -7.1 
SOUTHERN DISTRICT 
Atlantic Coast Line..... 18,840 —29.3 
Illinois Central....... 35,411 —20.0 
Louisville & Nashville............ 20,909 26,487 —21.2 
Seaboard Air Line............... 10.474 14,409 —28.0 
Southern Ry. System...... 38,459 —19.7 
NORTHWEST DISTRICT 
Chicago & Great Western......... 4,974 6,014 —17.2 

hi Milw., St. Paul & Pacific.... 25,937 30,625 —15.3 
Chicago & Northwestern.......... 29,662 ,029 —17.5 
Northern Pacific...........-.. 14,223 —20.6 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe..... 25,730 32,110 -—19.7 
Chicago, Burli m & Quincy..... 22,772 . 29,487 —22.8 

: Chicago, Rock'Island & P: 20,287 23,736. —14.6 
Chicago & Eastern Illinois........ 4,812 , 6,398 . , 
Denver & Rio Grande Western.... 5,598 — 6,497 —13.8 
Southern Pacific... .........02 ‘22,809 . —23.8 

Western Pacific....... 2,413 01 —9.9 
SOUTHWESTERN DISTRICT 
Kansas City Southern........ . 3,994 —16.5 
Missouri Pacific..:....... 26,321 —15.0 

| 73991 ~ “10/117 —21.0 


& Pacific 99 i 
(Compiled from American Railway Association figures) 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 


subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N, Y- 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM—A_ detailed 
description, illustrated with photographs, of that public utility 
system that serves fifteen thousand square miles in five States of 
New England and three Sad pncpeen of Canada, with a total population 
of 2,750,000, may be on request. 


PEOPLE’S GAS LIGHT & COKE CO.—The 1931 Year Book covers 
the activities of this company during 1930 and presents a condensed 
résumé of 81 years of continuous gas service. It is full of interesting 
data on the usefulness of gas, is handsomely illustrated, and con- 
tains also a consolidated balance sheet which is of interest to all 
holders of public utility securities. : 


INVESTMENT BULLETIN FOR LAST QUARTER OF 1931— 
Issued by one of the prominent firms of investment bankers, presents 
a very interesting statement regarding the outlook for the future of 
industry, together with other material of importance to investors. 
Facts about attractive current offerings are also included. “Copy 
obtainable for the asking. 


HOW TO MAKE YOUR MONEY MAKE MORE MONEY—An 
interesting booklet describing why so many fail in handling their 
money, and outlining methods that have been used for years by suc- 
cessful investors, with concrete illustrations and specific suggestions. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
called ‘‘How to Get the Things You Want,’’ issued by one of the 
large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual’s special needs. 


OPPORTUNITIES IN SELECTED SECOND GRADE BONDS— 
Well known firm, members of the New York Stock Exchange, has 
issued a circular on opportunities in selected second grade bonds. 
Copy will be sent on request. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, conteiaien a brief explanation of the different 
operations pertaining to market trading. 


FACTS AND FIGURES, a monthly bulletin issued by a leading 
unlisted securities firm, gives a résumé of the Over-the-Counter mar- 
_ket for the prec month and contains a widely known system of 
weighted averages of bank and insurance stocks in chart form. 


REAL ESTATE BONDS FOR INVESTMENT—Is the theme of an 
interesting booklet published by one of the leading dealers in Real 
Estate Securities containing valuable and precise information perti- 
nent to the Real Estate Bond Market. 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the 
title of a booklet issued by one of the most prominent insurance 
companies, that tells how a life annuity can be arranged to comply 
with any circumstances and ideas for future income. A copy may 
be had on request. 


NEWS ON STOCKS AND COMMODITIES—This bulletin is issued 
periodically by one of the large ‘‘wire’’ houses, and a sample copy 
may be had on request. 


INSULL UTILITY INVESTMENTS, INC.—A booklet describing the 
peaperiee of the Insull ‘Group Utilities, which comprise 90 per cent 
of the holdings of this investment trust, may be had on request. 


HARVESTS AND HIGHLINES—Is a booklet issued by Middle West 
Utilities Company which tells the history of empowered agriculture 
in American industrial development. Of particular interest to 
investors in public utility securities. 


SERVING 9,000 COMMUNITIES is the title of a new 26- illus- 
’ trated booklet published by Cities Service Company, wite gives 
investors an interesting picture of the large field covered by this 
holding company’s subsidiaries engaged in electric light and _power, 
petroleum and natural gas industries. Included is a detailed state- 
ment of Cities Service Company’s earnings over the past 20 years. 


A CHAIN OF SERVICE —Is the title of a new booklet which describes 


and illustrates the history and development of the Associated Gas & 
Electric Company System. Of particular value to anyone interested 
in public utility securities. 


MAKING MONEY BY DEALING IN MONEY is the title of a new 
amphilet. issued .by an industrial, banking organization, containing 
ormation about the industrial banking business that will prove 

, interesting to investors. 


THE FINANCIAL WORLD 


BUSINESS PROGRESS AND ACHIEVEMENT—Is the title of a 
2 folder issued by the largest manufacturers of addressing equipment, 
showing ey, the progress made in that field in the past 39 
> om. together with the advantages afforded present-day business 
a , y such equipment. A copy will be sent to any business executive 
? who writes on his stationery for it. 


Valuable Aids the Investor’s 


Success in 1932 


PLEASE SHOW THIS TO SOME INVESTOR FRIEND 


ILE investing can never be made an 
exact science, experience shows that 
the most substantial rewards go to the 

best informed. 


At the threshold of a new year it is partic- 
ularly important for every investor to obtain 
information from unbiased and authoritative 
sources which will enable him to readjust his 
investments to meet changing conditions. 


Tue FinancraL Wortp (together with its 
two supplementary services which are included 
without extra charge) has for a long time been 
heiping many investors to strengthen their 
investment positions. One primary purpose is 
to do for the busy man what he can not possibly 
find time to do for himself. That is, to go 
through the great mass of current financial and 
business news, cull out the vital points and give 
to our subscribers the real essence of the out- 
standing facts and statistics every investor and 
business man needs. 


A second function of Tae Financia Worip 
is to study and interpret the general investment 
and business situation, as well as to analyze the 
individual industries and corporations whose 
improving or declining status makes them of 
special interest and importance to those whose 
—- life’s savings in many cases are at 
Stake. 


No matter how conservative you may be, you 
can utilize our service advantageously in 1932. 
Our Bond and Preferred Stock Departments will 
have impartial analyses in almost every issue. 


Furthermore, a ‘Bond Buyers’ Guide’’ and 
“Preferred Stock Guide’’ are published once 
each month. We strive to help subscribers 
maintain well-balanced investment programs. 
For years we have advised against placing more 
than 25% of one’s funds in speculative securities. 


_We sell no securities, so all information and 


advice are wholly unbiased. While by no means 
infallible, our Confidential Advice Department 
can help you to weed out doubtful and unprom- 
ising holdings. 


A letter received recently from Mr. Jules 
Doux, President of Jules Doux, Inc., Utica, 
N. Y., expressed the views of thousands of 
pleased subscribers. He writes: ‘‘I am a regular 
subscriber to THe FinanciaL Wortp and take 
a great deal of interest in this magazine. I have 
also sent a great many subscribers to you be- 
cause I have always felt that the opinions given 
were as accurate as one could obtain.” 


We are passing through an unusual period in 
the world’s economic progress. This makes 
it absolutely essential to give more time and 
thought to underlying factors that are surely 
eliminating formerly strong companies and 
bringing others to the fore. Great discrimina- 
tion is now necessary. Complacency on your 

art at this time is almost sure to be fatal to 
your financial future. We have no “‘open ses- 
ame’’ to great wealth or miraculous short cuts 
to quick profits. We can, however, supply 
sO many constructive aids to your investment 
success in 1932 that it is likely to cost you many 
times the price of a year’s se . to ignore 
this message. Why postpone subscribing? 


THIS SPECIAL OFFER TO INVESTORS EXPIRES FEBRUARY 1ST 


{If you are already a subscriber, please show this to a friend} j-6 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 
Here is my check for $10 in full payment of the following special offer: 


{a} 52 weekly issues of The Financial World {Canadian and Foreign Postage, $2 extra}. 
{b} 12 monthly editions of “Independent Appraisals of Listed Stocks”—an indispensable manual full of vital 


investment data and ratings. 


{c} Free privilege of writing for advice several times each month by enclosing a stamped, self-addressed envelope 


with each inquiry. {Each inquiry must be confined to a single security.} ?, 
{d} Reprint of our recent article entitled “Leaders of the Recovery.” This shows 25 Probable Leaders of the Next 
Major Upward Movement, including our selections of the outstanding five of the group. 
fe} Reprints of “Sound Investment Rules.” “Investor—Know Yourself” and “10 Don’ts for Investors.” 


‘THE SCHWEINLER PRESS, NEW YORK 
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| Chis little dollar 


It shivered a bit when it started. It was a 
timid dollar, scared of crowds. 

When it got to the market-place, it saw a 
lot of signs. “Coats reduced.” “Shoes ata 
bargain.” “Hats at new low prices.” 

“Do these signs reaily mean what they 


say?” Dollar asked itself. ‘ Because, if they 
do 


Just then, another dollar came along 


looking like a dollar-and-a-half, all dressed 


up in new clothes and carrying a big bas- 
ket of food. 


“Oh, I say,” cried the Timid Dollar, 


and this 


it came 


“how can you afford all these new things?” 
“Ha, ha,” laughed the Dressed-up Dollar 
merrily, “go into the market-place and see!”’ 
“Do those signs really mean what they 
say?” asked the Timid Dollar. 

“Yes, they do! And the values are won- 
derful!” 

With that, the Timid Dollar ran to the 
market-place, and came back looking like 
a dollar-and-a-half, too. By the time the 
envious Stay-at-home Dollars got to mar- 


. ket, the signs were down and the prices had 


all gone up. 


The dollar you spend now is worth *1.50 


The dollar you save now is worth 75% 


Maybe that sounds ridiculous—but it’s true today. 

Compared with your 1929 dollar, your 1932 
dollar will buy about $1.50 worth of such things 
as staple foods, clothing, furniture, radios, house- 
hold appliances and automobiles, at present prices. 

But, if you keep your dollar, thinking it’s the 
same dollar you had two years ago, you’ll find that 
it’s worth just about 75 cents. 

By spending your 1932 dollar, you not only get 


THE NATIONAL PUBLISHERS’ ASSOCIATION 


“To use available income to purchase goods normally needed and in the replacement of which labor 
is employed, is a condition precedent to any hopeful program to constructively increase employment.” 


_the things you need most at bargain prices, but 


you help provide a job for somebody who would 
otherwise have to depend upon charity. 

If you help put this other somebody to work, he 
can buy the things you or your husband makes 
or sells, and that will help you to have more 
dollars. 

Think about this when you are tempted to say, 
“No, I can’t afford that now.” 


From the Recommendations of the Committee on Unemployment Plans and 


Suggestions, of the President’s Organization on Unemployment Relief. 
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